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THE GOVERNMENT’S SCHEME FOR INSURANCE 
AGAINST UNEMPLOYMENT. 


WHATEVER may be thought of the details of the Government’s 
campaign against unemployment and against the distress which 
it causes, that campaign has at least the merit of being organised 
on a definite and methodic plan. Mr. Beveridge’s researches into 
the problem of unemployment have clearly demonstrated that 
the evil is mainly due to three causes—to seasonal changes in the 
demand for commodities, to cyclical depression of trade, and to 
the maintenance of unnecessary reserves of labour attached to 
distinct centres of employment. It is in view of this threefold 
source of the trouble that the scheme of the Government has 
been elaborated. By the establishment of Labour Exchanges an 
attempt has been made to organise the labour markets with the 
objects of decasualising employment and reducing the unneeded 
reserves of workpeople. In the National Insurance Bill there 
are provisions for insurance against unemployment in two groups 
of trades—a building group, in which seasonal fluctuations in 
the volume of business are especially marked, and an engineering 
group, which is affected, to an unusual degree, by the recurrence 
of extended periods of boom and depression. ‘Thus each of the 
chief types of unemployment is to be subjected to experimental 
treatment. 

There is, too, a logic in the procedure of the Government, 
while the time chosen for the initiation of its experiments is 
peculiarly fortunate. The wisdom of beginning with the estab- 
lishment of Labour Exchanges is evident, not merely when one 
remembers that a system of Exchanges is intended to reduce 
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unemployment to a minimum, while insurance has the aim of 
meeting distress caused by that minimum, but also because it is 
clear that, in the past, efforts to deal with periodic distress were 
hampered by the insistent presence of reserves of men who were 
constantly under-employed, and because Exchanges can obviously 
assist the working of insurance by providing some test of unem- 
ployment and by preventing out-of-work pay falling to those whose 
unemployment is due to idleness or ignorance in seeking work.! 
Again, it is opportune that reforms should be initiated during a 
period of booming trade. At such a time the work of reducing 
the reserves of labour can be undertaken by the Exchanges with 
less difficulty than when trade is not expanding, for the expansion 
of trade simplifies the problem of dealing with the surplus men 
turned out of the casual labour markets, since such men—who are 
bound to be numerous precisely in proportion to the extent of the 
unneeded reserves and the vigour shown by the Exchange in its 
necessary work of spreading the employment thickly over the 
few instead of thinly over the many—have, during a period of 
boom, a better chance of being absorbed by new businesses. It 
is obvious, also, that a time of general prosperity is a favourable 
time for the organisation of a scheme of insurance against unem- 
ployment, especially if insurance is made compulsory, for the 
payment of premiums would be difficult for the insured, and 
therefore hard to enforce, if a start was made when trade was 
slack and unemployment wide-spread. 

On the whole, it may be said that the general plan of the 
Government in first setting up Labour Exchanges and then a 
system of insurance is one which has already been recognised as 
the best method of procedure by the great majority of experts, both 
in England and on the Continent. It is with regard to the form 
which insurance against unemployment should take that there is 
most difference of opinion, and it is therefore the details of the 
scheme presented in Mr. Lloyd George’s Bill which chiefly 
require critical examination. 

Perhaps the most remarkable feature of the Government’s 


1 It is interesting to notice that in the Report of the German Imperial Statistical 
Department on Unemployment Insurance, which was published in 1906, the opinion 
was expressed that ‘‘ in every form of unemployed benefit or insurance an adequate 
system of Labour Exchanges is of the first importance” [quoted by Beveridge, 
Unemployment, p. 229]. Similarly, Dr. Falkenburg, Director of the Statistical 
Bureau of Amsterdam, in a Report to the Conference on Unemployment held 
in Paris last September, hints that the information supplied by a Trade Union does 
not provide a sufficient test of unemployment and says: ‘‘ A mon avis, la question 
du contréle est donc en grande partie liée au développement de l'institution des 
bureaux de placement” [Compte Rendu, tome 3, Rapport général 3, p. 6]. 
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Bill is its provision that insurance in two groups of trades shall 
be compulsory, for the only compulsory system of unemployment 
insurance that has hitherto been tried proved an unqualified 
failure, and Mr. I. G. Gibbon, whose studies of Continental 
methods have been embodied in a volume’ which contains the 
latest and most complete evidence on the subject, has expressed 
an opinion strongly adverse to compulsory schemes. There are, 
however, reasons for supposing that the Government has acted 
wisely in this particular. Everyone who is familiar with the 
history of the ill-starred experiment made at St. Gall must admit 
that its failure is easily explained by certain defects in its organisa- 
tion which had nothing to do with its compulsory character.? 
Dr. Otto Most, the Director of the Statistical Office at Diisseldorf, 
has said: “The unsatisfactory result was due to the general dis- 
satisfaction, not with the institution itself, but with its defective 
organisation. ‘These defects were such as to render the St. Gall 
experiment quite irrelevant as an argument against obligatory 
insurance against unemployment.” * Indeed, Mr. Gibbon himself 
admits that the experiment was inadequate. “It is unfortunate,” 
he writes, “that it should have been necessary to discard the one 
scheme of compulsory insurance against unemployment which 
has actually been put into practice largely because of palpable 
defects of administration, without a fair test of the principles on 
which it was based.‘ 

Another consideration which should give the opponents of 
compulsion pause, springs from the fact that on the Continent, 
where voluntary insurance has been widely tried, opinion is veering 
and compulsory methods are finding not a few advocates. A 
compulsory basis was recommended in a report made by the 
Statistical Office of Magdeburg in 1908. In 1909 opinions in 


1 I. G. Gibbon, Unemployment Insurance : London [P. S. King & Son], 1911. 

2 It is true that M. Paul Dupont in his book L’asswrance contre le chémage 
[Paris, 1908] has argued [p. 234] from the failure at St. Gall to a general condemna- 
tion of compulsory insurance, but his reasoning seems to me inadequate. A similar 
line was taken by some speakers at the Conference in Paris. 

3 Otto Most, The Problem of Unemployment in Germany [English Review : 
October, 1910, p. 425]. The real causes of the failure of St. Gall are summarised by 
Mr. D. F. Schloss in Ch. 2 of his book on Insurance against Unemployment [London, 
1909]. The scheme included trades where the risks of unemployment were very 
different and the premiums varied not with the chance of unemployment but with 
the wages of the different trades. The working men of St. Gall resented the fact 
that no contributions were levied from the employers. The reputation of the Fund 
suffered from a close connection with Poor Law administration ; and its working 
was hindered by the ineffective organisation of the Labour Exchange and the lack 
of a proper test of unemployment. Lastly, being local, the Fund tended to hamper 
the mobility of labour and so to intensify unemployment. 

4 Op. cit., p. 35. 5 Otto Most, op. cit., p. 427. 
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favour of compulsion were expressed at Diisseldorf, and in a 
report made to the Government of Baden, while obligatory in- 
surance for the building trades was commended in a report on the 
working of the insurance scheme at Strassburg during that same 
year. Among the German advocates of compulsion is Dr. Freund, 
whose experience with regard to invalidity insurance combines 
with his position as President of the German National Association 
of Labour Exchanges to give his opinion weight.' In France, 
the Association Nationale Frangaise pour la Protection Légale 
des Travailleurs, on March 10th, 1910, passed the following resolu- 
tion with regard to unemployment insurance : “Since voluntary 
insurance can only yield partial results, it is necessary to begin 
the study of obligatory insurance.”? Again, at the Conference 
on Unemployment held in Paris last September, the advantages 
of compulsion were urged by a considerable number of speakers, 
and notably by M. Raoul Jay and Dr. Otto Most. 

Generally speaking, the case against a merely voluntary system 
depends on two considerations. In the first place, a voluntary 
scheme must tend to be limited in application. It will not touch 
the lower grades of workmen—those who, owing to their poverty 
and improvidence, most need to be saved from the distress which 
unemployment brings. Voluntary schemes have, in fact, only met 
with success deserving of the name when insurance has taken 
the form of State assistance to Trade Union funds; and it must 
be remembered that in Denmark, where voluntary insurance has 
perhaps met with greater success than anywhere else, the propor- 
tion of organised workpeople to the rest of the wage-earners is 
much greater than it is in England, while the Funds have been 
assisted by the fact that the Trade Unions compelled all their 
members to join.’ It is true that, both in Denmark and Norway, 
it is a condition of the State’s subsidy that a Trade Union or 
other recognised association should admit non-members as mem- 
bers of the Insurance Fund ; but this provision for extending the 
benefits of the scheme to unorganised workmen was bitterly 
opposed by the Trade Unions in Norway, and it does not appear 
from the available sources of information how many non-unionists 


1 y, I. G. Gibbon, op. cit., pp. 38-39. 

2 y. Les Problémes du Chémage: Association Nat. sixisme serie, No. I. [Paris, 
1910, p. 210]. M. Fagnot, in the Report on which this resolution was based, said 
(p. 64): ‘* Certainly every reflecting man will at first experience a feeling of surprise 
at the idea of applying obligatory insurance to unemployment—a subject compli- 
cated and as yet little known. For all that, we believe that the idea will gradually 
make its way.” 

3 y, Report by Dr. Soerensen, Inspector of the Danish Unemployed Funds, to 
the Paris Conference, Compte Rendu, tome 2, rapport 12, p. 31. 
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have been in fact admitted to the Insurance Funds.’ In England 
it is probable that a similar rule would be wrecked on the rock 
of Trade Unionist opposition.? There is, of course, the alternative 
of attempting to induce unorganised wage-earners to subscribe 
to a provided voluntary fund ; but Continental experience of funds 
of this kind has not been encouraging. The men who joined 
were few: the proportion of bad risks was large. At Cologne, 
where the system was more successful than elsewhere, the total 
number of insured persons in 1909-1910 only amounted to 1,811. 
Mr. Gibbon, it is true, urges that greater success might attend 
a provided voluntary scheme if insured persons were given a 
preference in the allotment of jobs at the Labour Exchanges ; 
but, on the other hand, it is at least possible that such a preference 
would have the effect, not of encouraging insurance, but of dis- 
crediting the Exchanges. On the whole, there seems little reason 
for hoping that any voluntary fund would meet with real success 
except among organised workpeople ; and it cannot be denied that 
a fund thus limited to the aristocracy of labour would, by receiving 
a subsidy from the State, have the effect of entrenching upon 
the resources of all the taxpayers and, among them, upon the 
poorer members of the working class, for the benefit of those 
sections of the wage-earners which are best able to provide for 
themselves. As M. Keufer, Secretary of the Fédération du Livre, 
remarked at the Conference in Paris: “It is certain that by 
systems like that of Liége and Ghent it is the strongest and 

1 In Norway, at first no Unions applied for recognition because of the obnoxious 
requirement as regards non-members, and the adherence of the Unions was only 
purchased at last by an increase in the subsidy. As regards Denmark, Mr. Gibbon 
(op. cit., p. 117) remarks that the Trade Unions and unemployment associations 
“ consist largely, if not wholly, of the same members,” thus implying that very few 
unorganised workers have joined. Dr. Soerensen says of the rulein question: “ Il faut 
maintenant convenir que le risque d’une telle mesure était moindre ici au Danemark 
que dans la plupart des autres pays, attendu qu’un grand pourcentage de nos 
ouvriers sont syndiqués.” 

2 My friend Mr. W. H. Miller, a member of the Swindon Branch of the Workers’ 
Educational Association and of the Amalgamated Society of Engineers, has pointed 
out to me several objections to such a rule from the Trade Unionist’s standpoint. 
At present, questions of qualification for unemployed benefit are decided at meetings 
where other Union business is transacted : non-members could not be admitted to 
such meetings, and the inclusion of non-members in the Insurance Fund would 
therefore mean that the officials would have to give time and trouble in special 
meetings. Again, the non-member might be willing to take work as a blackleg or 
below Union rates: the Union could not be expected to encourage this and friction 
would arise. Then Mr. Miller says that the A.S.E. urge their members to regulate 
their conduct so that employers may be led to prefer Unionists, and he writes: ‘‘ We 
should have no control over a man’s conduct in the workshop, outside, or anywhere 
else, if he only belonged to us for unemployment insurance, but in the eyes of the 
employers he would be one of our members, and by misconduct would lower the 
moral standing of the whole society.” 
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richest who are assisted with the money of every man, that is to 
say, of the poor as well as the rich, while the most unfortunate . . 

have nothing.” The second objection to voluntary insurance is that 
it is scarcely possible, under a voluntary scheme, to require contri- 
butions from the employers. It would seem ridiculous to compel the 
employer, whose men were not insured, to contribute, in proportion 
to the employment he provided, to the insurance of other people’s 
workmen against unemployment with which he had nothing to do. 
But if the employer had only to contribute in the case of workmen 
who chose to insure themselves, he would be encouraged to employ 
men who would not join the fund, and the whole scheme would 
founder. And if contribution were voluntary for the employer, 
the amount received might be small, and in any case the odour 
of charity would attach itself to the fund, and it would be the con- 
siderate masters—the men least likely to turn their employees off 
if they could avoid it—who would contribute most. Such con- 
siderations no doubt explain the fact that none of the voluntary 
funds now in existence on the Continent are assisted by compul- 
sory contributions from employers. They also help one to 
understand why those redoubtable advocates of voluntary in- 
surance, Professor Hobhouse and Mr. Gibbon, view the levying 
of contributions from employers with disfavour. There are, 
however, very strong reasons for making the masters contribute. 
It is they who, by want of care or by recklessness in forecasting 
demand, may cause the troughs of industrial depression to be 
channelled deeper than need be, by improvident over-production. 
It is they, too, who, in great measure, decide whether depression 
shall be met by the “short time” of all hands, or by the dismissal 
of a section of the staff. Even Mr. Gibbon says, with regard to 
contributions from employers, that “it must be admitted that in 
some respects there is more reason why they should be required 
to contribute towards unemployment, than towards sickness and 
invalidity, insurance, for they play a more direct part in the 
causation of unemployment than in the causation of sickness and 
invalidity.” ! Nor does the case rest merely upon the sentiment 
that it is just that employers should assist the Insurance Fund. 
A much sounder argument in favour of compelling such assistance 
springs from the fact that, when contributions are levied from 
them, it becomes possible, in various ways, to stimulate employers 
to establish industrial conditions less inimical to regularity of em- 
ployment. Perhaps it would be unduly sanguine to expect much 
from the simple fact that when the employers contribute they are 


1 Op. cit., p. 263. 
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made to feel that unemployment is an evil to be reduced within 
the narrowest possible limits. It might very well be argued that 
the individual entrepreneur must regard the reduction of pre- 
miums, due to diminution of unemployment, as a contingency too 
remotely connected with his action as an individual for its 
possibility to have any appreciable influence on his conduct in 
business. The really important thing, however, is not pressure so 
vague and doubtful as this, but the much more definite encourage- 
ment which can be given‘to regularity of employment by carefully 
devised rules with regard to the employers’ contributions. Of 
the opportunity thus provided, skilful use has been made in the 
National Insurance Bill. The Eighth Schedule of the Bill 
requires that the employer shall pay a whole week’s contribution 
for every period of unemployment of less than a week’s duration. 
Thus casual employment is penalised. Under Clause 70, the 
employer who contributes for a year in advance may pay at a 
reduced rate (4s. 2d. instead of 10s. 10d. a year), while it is 
provided that if a workman becomes “unemployed” for the pur- 
pose of the Bill, and “is subsequently re-employed by the same 
employer, the contribution so paid in advance shall not cover any 
part of the period of such re-employment.” In this way, employers 
are encouraged to insure their men for a whole year, and to retain 
them during periods of temporary depression. It should be 
noticed, however, that this encouragement could be made more 
effective if the year for which the employer is permitted to com- 
pound were not the calendar year, as the Bill provides, but the 
year from May 1st to April 30th. It is obvious that the clause 
only discourages dismissal in the case of the employer who thinks 
that, if he turns men off, he will need more hands again before 
the year expires. But towards the end of the calendar year, 
employers, both in the building and engineering trades, could 
dismiss men without much fear of incurring fresh liability to 
contribution by taking on new hands or re-employing the dismissed 
men before the end of the year. This follows from the fact that 
trade tends to decline during the autumn and the first part of 
the winter. But if employers, to gain the reduction by com- 
pounding, had to insure their men for the period from May Ist 
to April 30th, the clause would do more to promote regularity of 
employment; for building and engineering alike experience an 
expansion of business in the spring, and the anticipated need of 
an augmented staff would thus discourage dismissals toward the 
end of the insurance year, which is clearly the time when the 
stimulus given by the clause must otherwise tend to lose force. 
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An amendment of the Bill in this respect should be easy, because 
it is on May Ist, 1912, that it is intended to come into operation. 
Another device by which the employers’ contributions are used 
as a means for putting a premium on more stable methods of 
conducting business is provided by Clause 72. This clause provides 
for the remission both of employers’ and workmen’s contributions 
in the case of businesses where trade depression is met by the 
men, working short time. Thus it not only removes what would 
otherwise be an obvious grievance, but provides employers with 
a new motive for adopting, during a period of slack trade, a method 
of adjusting business to the unfavourable market, which has the 
effect of spreading the loss out thinly over all the men, instead 
of letting it fall with crushing weight on some individuals in the 
shape of dismissal. Lastly, the contributions of the employers 
are so manipulated by Clause 73 (1) that direct encouragement is 
given to the engagement of casual hands through Labour Ex- 
changes. Discontinuous periods of employment are allowed for 
purposes of contribution to count as a continuous period if the 
men are engaged through an Exchange. The aim of this concession 
is, of course, to bring the casual labour markets under the control 
of the Exchanges, so that the accumulation of unnecessary reserves 
of labour may be prevented by a process of passing men on quickly 
from one short job to another. It may, however, be argued that 
the provision that employers should pay a full week’s contribution 
for each engagement of less than a week would have a more 
beneficial effect if unimpaired by any concession; and certainly 
it would seem that control of the casual labour markets could be 
given to the Exchanges without any such arrangement, if it were 
simply made illegal for an employer, whose works were situated 
within a certain distance from an Exchange, to engage a man for 
less than a week except through its agency. In any case, it must 
be remembered that the value of such control being established 
depends upon the maintenance by the Exchanges of a policy 
which must always be threatened by the pressure of ignorant 
public opinion. Decasualisation requires that the Exchanges 
should, to quote Mr. Beveridge’s words, “concentrate employment 
upon the smallest number that will suffice for the work”; but it 
would be unwise to rely very much upon such wisdom in adminis- 
tration as this policy postulates, in view of the strong temptation 
which always entices the Exchanges to act in a precisely contrary 
manner, and makes it a real danger that they may seek popularity, 
as Labour Exchanges in Germany have sometimes sought it, by 
securing short jobs for as many men as possible, and by senti- 
mental regard for the distressful needs of individuals. 
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Undoubtedly, there are directions in which the scheme of the 
Government might be bettered by amendment of details. But, 
on the whole, the much criticised compulsory basis of the 
unemployment insurance seems to stand the test of examination, 
and may be justified by the need of reaching the unorganised 
workman, and by the effective use which has been made in the 
Bill of the opportunities provided by the exaction of contributions 
from employers. And, at least, it cannot be said that, by ad- 
herence to compulsory methods, the Government have failed to 
encourage self-help. A Trade Union which gives unemployed 
benefit can become the channel through which its members come 
to be insured under the provisions of the Bill. Indeed, the 
extension of Trade Union insurance is furthered by a clause 
[79, (i)] which is also designed to enlist the self-interest of the 
Unions in the maintenance of economical and efficient control. 
Sir H. Llewellyn Smith points this out in his Explanatory 
Memorandum on the second part of the Bill. “In order,” he 
says, “to secure the interest of the Association in economical 
distribution and to encourage provision of benefits beyond the 
statutory minimum, it is provided that repayments to an associa- 
tion under this clause shall not exceed two-thirds of what it has 
itself expended.” At the same time, this payment of employers’ 
contributions and of the State’s subsidy to Trade Unions ought 
not, from the employers’ point of view, to be objectionable in the 
same way that similar payments under a scheme like that of 
Ghent undoubtedly would be. The employer and taxpayer pay 
the same amounts, whether the men are insured through a Union 
or not ; indeed, ultimately they may gain by the use made of the 
Unions, for one of the chief objects of using them is to get the 
more economical management which is provided by Trade Unionist 
control over the genuineness of unemployment. Again, the insured 
workman receives the same benefit—so far as the funds from 
which that benefit is derived have their source in the purses of 
the employer and the taxpayer—whether he is a member of a 
Trade Union or not. Thus, neither the State’s subsidy nor the 
employers’ contribution is used to put any premium on member- 
ship of a Trade Union. 

Besides using Trade Unions for the administration of in- 
surance within those trades on which insurance is obligatory, 
Mr. Lloyd George’s Bill provides a stimulus to voluntary insurance 
in other trades. Under Clause 80, a grant of public money may 
be made to any association, which does not trade for profit, in 
aid of insurance against unemployment. Such a grant must not, 
however, exceed one-sixth of the benefits paid, exclusive of those 
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derived from repayments to associations in the compulsorily 
insured trades, and “exclusive in the case of benefits which exceed 
12s. a week of so much of those payments as exceeds that 
sum.” Thus the grant is not a very large one, and indeed could 
scarcely be so without being open to the objections which are urged 
above against State-aided voluntary systems in general. The best 
apology which can be made for this clause, indeed, is perhaps that 
it may help to extend voluntary insurance among Trade Unions 
which hitherto have not paid unemployment benefits, and, by so 
doing, may familiarise fresh groups of workmen with the practice 
of insurance against unemployment, and thus prepare the way 
for the extension of compulsory insurance to other trades besides 
those subjected to compulsory treatment by the present Bill. 
There are many other features of the Government’s scheme 
which really call for close examination, and some of them must 
receive at least a brief comment here. Few, if any, will quarrel 
with Mr. T. G. Ackland’s remark, in his Report, to the effect that 
“the operation of the scheme, geographically, over the whole of 
the United Kingdom, seems to be appropriate, as moderating the 
adverse operation of local conditions, whilst preserving the in- 
dustrial mobility of the workmen insured.” Few, again, will 
doubt the wisdom of organising a system of insurance trade by 
trade, since such a method helps to secure an approximation to 
equality of risk in the case of the members of each branch of the 
Fund, and may make it easier to prevent fraud. It may, however, 
be doubted whether the plan actually adopted by the Govern- 
ment does secure these ends. It can, with some reason, be urged 
that the Bill has adhered to the letter of the requirement that 
insurance should be organised trade by trade, but has forsaken 
its spirit. The building trades, lumped together under the pro- 
visions of the Bill, contain branches liable to unemployment in 
different ways and to very different degrees. Those whose work 
is done indoors can scarcely feel seasonal depression so much as 
masons, for instance, with whom frost is such a serious obstacle 
to the continuance of work. Indeed, Mr. Ackland estimates that 
the rate of unemployment among carpenters and plumbers is only 
half the rate in the building trade taken as a whole. Simuiliarly, 
in the engineering group, the high rate of unemployment among 
those engaged in shipbuilding makes against the practicability of 
a scheme which treats shipbuilding as on a par with mechanical 
engineering and the construction of vehicles. It is true that 
Mr. Ackland expresses the hope that “the wide occupational area 
covered” will “enable the workmen to transfer from one class 

















1911] SCHEME FOR INSURANCE AGAINST UNEMPLOYMENT 345 


of insured trade to another, without loss of benefit”; but the 
question at once suggests itself, whether, if transferability is 
possible, the rates of unemployment are likely to be so various 
as they are. As regards this problem of the transference of labour 
from one trade to another, it is not improbable that difficulty may 
be caused by the case of-builders’ labourers. It is important that 
nothing should hinder such men from taking, for example, engage- 
ments at gas-works in the winter when unemployment is wide- 
spread among builders. But though Clause 62 (i) of the Bill will 
apparently secure that a man who has thus passed to an uninsured 
trade shall still have a claim to unemployed benefit in virtue of 
the contributions made while he was at work in the building 
trade, he is in fact to some extent penalised, because the Seventh 
Schedule provides that no man “shall receive more unemployment 
benefit than in the proportion of one week’s benefit for every five 
contributions paid,” and the fact that the. workman under con- 
sideration is only a member of an insured trade for part of the 
year must therefore mean a limitation of his rights, since it 
means a limitation of the contributions made by him. In this 
matter, however, and also as regards the exclusion from com- 
pulsory insurance of all workmen under 18 years of age, perhaps 
experiment may be necessary before the best method of procedure 
can be discovered. To some extent, the same is undoubtedly true 
of the difficult problem of control over fraud; but in this, as in 
other respects, careful consideration of the details of the Bill as it 
goes through the House of Commons may suggest valuable improve- 
ments. It is, at least, earnestly to be hoped that the pressure 
of other business will not cause the Bill to be hurried through 
without careful and discriminating criticism. At the same time, 
it must not be forgotten that the ultimate success of the whole 
scheme depends not a little on its initiation, as provided in the 
draft, on May 1st of next year. It is all-important that insurance 
against unemployment should be begun when unemployment is 
at a minimum. It would be disastrous to wait until the boom 
of trade had been succeeded by a period of depression. And if it 
is essential that the scheme should be initiated next year, it is 
also greatly to be desired that the start should be made in the 
spring. Even in the more prosperous years, seasonal unemploy- 
ment usually becomes an increasing difficulty as spring passes 
into summer and summer into autumn and winter. 
REGINALD LENNARD 














CONTRIBUTIONS TO THE THEORY OF RAILWAY 
RATES. 


Raltways are here considered as the leading type of a wider 
class, agencies of transportation, or more generally, in the phrase 
of a high authority, public works, characterised by monopoly of 
such a kind as to justify the intervention of the State.! Rates, too, 
are here understood in a large sense, so as to include the fares 
of passengers and generally the charges made by railways (and 
like agencies) for the services which they sell to the public. 

The subject thus widened is still not so wide as to include 
topics but remotely related to the determination of railway rates. 
Thus I do not treat of the technique of transportation. I will 
borrow but one lesson from the mechanics of the steam-engine. 
It is conveyed by an engineering expert in the following 
passage :—“‘The exchanges of heat are so complex that there 
seems little prospect of submitting them to any comprehen- 
sive theoretical treatment, and we must rather look for help 
in the future development of engines to the scientific analysis 
of experiments with actual machines. . . . Questions relating 
to the influence of speed, of pressure, &c., must in the main be 
settled by an appeal to experiment—experiment guided at every 
step by reference to the principles of thermodynamics and 
the theory of steam.”? It is in this spirit, and with such limita- 
tions, that the abstract theories contained in the following pages 
are to be received. Questions relating to practice must in the 
main be settled by an appeal to experience—experience guided at 
every step by reference to the principles of economics. 

So with respect to another indirectly related subject, the 
history of the railway industry, I trust that, though it is not 
explicitly included, its influence may be felt. Thus the false 
prophecies in the ’twenties about the future of locomotives may 


1 See M. Colson’s Cours, Vol. vi. Travaux Publics ; reviewed by the present 
writer in the Economic JournaL, Vol. xx, p. 60 et seq. 
2 Encyclopedia Britannica, Ed. ix, swb voce ‘‘ steam engine.” 
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remind us not to be dogmatic about the future; to treat as 
provisional theories such as that which views the payment for 
the permanent way to be of the nature of a “toll,” theories 
which might lose much of their importance if transportation by 
air, or even by monorail, became general. When we come to 
deal with regulation of railways by Government, history will 
have taught us that the seemingly unimpeachable advice of experts 
may prove delusive. ‘An incontestable technical competence 
served as a passport to the most audacious economic barbarisms,” * 
when the great Arago reported against the introduction of 
railways into France. The distinguished physicist calculated that 
the country would lose about two-thirds of the total expenditure 
required by the existing methods of transportation. ‘Two millions 
of foreign capital annually subtracted from innkeepers, horse- 
dealers, and the like!” We shall not expect outside French 
literature the lucidity through which error loses half its evil; but 
we shall have learnt to suspect that, even with regard to 
monopolised industries, laisser faire may be more beneficial than 
at first sight appears. 

Even when these outlying topics are omitted, the remaining 
portion of railway economics is immense. But I do not attempt 
to treat of this vast subject as a whole, but merely to make con- 
tributions to it. I do not aspire to reconstruct or even to reface 
the entire edifice, but only to add a brick here and there. In 
order to locate these occasional repairs, it may be well to refer 
to some familiar plan of the scientific edifice. Such a plan is 
presented by Mill’s five-fold division of the classical Political 
Economy. For the newer theory of railway economics may 
be considered as a sort of second storey superimposed on that 
classical edifice; and accordingly Mill’s division may be used 
as a ground-plan whereby to indicate the position of our somewhat 
sporadic contributions. 

Looking thus at the subject of Mill’s first book, Production 
(as treated by Mill, with a certain reference to Value), I find 
little room for improvement on the best writings about railway 
economics. Division of Labour, for instance, could not be better 
illustrated than by Mr. Acworth. One could not improve on his 
examples, such as the two men continually employed by the North 
Western Railway in making artificial limbs, or the eight cats 
kept by the Midland to kill the rats that tear the sacks that 
lie in the warehouses of the Company.’ 


1 IT quote from the spirited historical sketch in De Foville’s Transformation des 
Moyens de Transport. 2 The English Railways, 
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Nor could I hope to improve on Professor Emory Johnson’s at 
once comprehensive and detailed description of railway organisa- 
tion ; showing how “the many parts of the large railroad corpora- 
tions work together systematically like the parts of the great 
locomotives that haul their trains.” ? 

And so of other topics; I find them all fully treated— 
every field in this region already occupied and cultivated up to 
a point at which the law of diminishing returns acts deterrently. 
Or does this metaphor, intended to express the absence of an 
opening, itself suggest an opening? What is the law of diminish- 
ing returns? And what is the law of increasing returns believed 
to prevail in the railway industry? The answer to these and 
cognate questions, involving abstract general principles rather 
than the technicalities of railway industry, form the subject of 
my first section. 

Mill’s second head, Distribution, corresponds to important 
railway problems: the remuneration of employees, the division 
of profits among different species of capitalists, bondholders, 
shareholders, and so forth. But these matters are sufficiently 
remote from the theory of rates to allow me to pass them by in 
silence, and go on to Mill’s third book. Value, as there handled 
(value of products rather than of agents of production), is parallel 
to that value of services supplied to the public by railways which 
forms my subject. Here occurs a topic hardly touched by Mill 
and not exhausted, I think, by his successors, the theory of 
Value in a régime of Monopoly; to which I devote a second 
section. Yet another topic requiring to be retouched subtends Mill’s 
third book, at a greater distance from the classical economics, 
Value in a régime of Duopoly, if by that term, after Professor 
Hinaudi, we may designate the action of two (and not more than 
two, or at most very few) dealers competing with each other 
for the custom of a numerous public. This will be the subject 
of a third section. 

The subject of Mill’s fourth book is connected with trans- 
portation by the circumstance that his views about the future— 
his warnings against the danger of over-population—have been 
stultified by the unexpected development of transportation. I 
make no claim to prophecy ; and pass on in silence to Mill’s fifth 
book. Here occur two topics which admit in different degrees 
of abstract general reasoning, the incidence of taxation in a régime 


1 American Railroad Transportation, Ch. xiii. A more detailed description of 
railway administration is given in Railway Rates and Traffic, by Johnson and 
Huebner (1910). 
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of monopoly, and the regulation—whether in the way of manage- 
ment or only control—of railways by Government. These are 
the subjects respectively of my fourth and fifth sections. 

Such is the five-fold inquiry on which I now enter. 


Section I.—Laws oF RETURN AND Cost. 


Increasing Returns and Joint Cost admittedly play a great 
part in railway economics; but what that part is has been 
questioned. 

1. Law meaning concept.—A first difficulty is occasioned by 
a certain ambiguity in the use of the word “law” in such phrases 
as the “law of increasing [or decreasing] returns.” The word 
“law” in this connection is used sometimes in the narrow sense 
of a quantitative relation; sometimes in the larger sense con- 
necting that conception with some other attribute. Thus the 
“law of diminishing returns” may stand either for the conception 
of decrease in the rate at which production increases, or for a 
proposition connecting that conception with the increase in the 
number of producers under certain circumstances. Accordingly 
Mr. Flux well distinguishes the “definition or statement of the 
law” from the “assertion of its applicability.”’ So Mr. Maurice 
Clark, in his philosophical study on local freight discriminations 
appears to treat the “law of joint cost” as equivalent to the 
“term ‘joint cost.’”? 

This sort of ambiguity is not unknown in other sciences. 
Thus the “law of error” is sometimes used to denote the relation 
between frequency and deviation which is expressed by a certain 
well-known curve (or function), and sometimes for the proposition 
that the said quantitative relation tends approximately to be 
realised in certain circumstances of general occurrence. Even 
in physical science such a phrase as “the law of the inverse 
square” is not improperly, I think, used to denote simply a 
certain relation between the magnitude of a force and the distance 
at which it operates, a conception which may be predicated of 
different forces—now the attraction of gravitation, and now the 
repulsion of electricity. 

We may begin by interpreting the laws in question in the 
narrower sense. Let it not be objected that this is a matter of 
verbal definition. For, as Sidgwick reminds us, some of the 
most important inquiries have taken the form of a search for 


1 Palgrave’s Dictionary, Article on Law, p. 583. 
2 Pp. 28, 29, 30. 
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definitions.!. More reassuring to some may be the reflection that 
even in modern physical science half the battle often consists in 
obtaining what Whewell well described as clear and appropriate 
conceptions, “ideas distinct and appropriate to the facts.” ? 

2. Provisional definition.—The definition of the law as a 
term may be gathered from an authoritative statement of the law 
as a proposition. The essential attribute is presented in the 
following passage—which want of space compels me to separate 
from the explanation and limitations in the context—Dr. Mar- 
shall’s statement of the law of diminishing return with respect 
to agriculture :—“ Our law states that sooner or later . . . a point 
will be reached after which all further doses will obtain a less 
proportionate return than the preceding doses.”* So with 
respect to manufactures, Dr. Marshall says :—‘‘If a manufac- 
turer has, say, three planing machines, . . . after they are once 
well ‘employed, every successive application, of effort to them 
brings him a diminishing return.” * So Mr. Flux discriminates 
between Increasing or Decreasing Return by the change 
in “marginal expenses per unit.”® We are countenanced, 
I think, by good authority in adopting the following provisional 
definition of the terms. When on the application of two successive 
equal doses of productive power, the increment of product due to 
the first dose is less than the additional increment due to the 
second, the law of increasing returns is said to act ; and conversely 
it is a case of decreasing returns when the increment due to the 
first dose is greater than the increment due to the second. 

The attribute which I regard as essential may be illustrated by 
a numerical example. In the accompanying table the first two 
columns are borrowed from an example given by Professor 


Carver.® 


1 Political Economy, Book i, Ch. ii, § 1, suggesting the application of this Pla- 
tonic method to economic investigations ; cf. Book ii, Ch. iv, note (ed. 3). 

2 History of the Inductive Sciences, Book i. Ch. iii. § 2 e¢ passim. Mill, while 
refusing to ‘‘Colligation” the title of Induction, does not deny its supreme 
importance.—Zogic, Book ii. § 4. 

3 Principles of Economics, sixth edition, p. 153. 

4 Op. cit. p. 168. 

5 Economic Principles, p. 47. 

8 See Prof. Carver’s Distribution of Wealth, Ch. ii. p. 58, and compare his article 
in the Economic JourNAL, Vol. xviii. A part of Prof. Carver’s third column, not 
shown in my Table I., is reproduced (with some additional matter) in my Table IT. 
I have also taken the liberty of substituting in his first column for his figure 1 the 


figure 2. 
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TABLE I. 








Day pir oagged pesca with Total crop in bushels. Increments —' successive 
| 

2 0 | 0 

5 i 50 | 50 
10 150 | 100 
15 270 120 
20 380 | 110 
25 450 70 
30 510 | 60 
35 560 | 50 
40 600 40 
45 630 | 30 
50 650 | 20 








I have added the third column to illustrate the distinction 
between Increasing and Diminishing Returns, according to the 
definition here provisionally adopted. The figure in the third 
column, distinguished by heavy type, viz., 120, marks the point 
up to which returns are increasing and after which they become 
diminishing. 

If we plot a set of figures like that above given and exhibit 
the relation between the figures in the first and those in the 
second column in the form of a curve, it will be found that the 
character of the law (whether “increasing” or “diminishing ”’) 
depends on the character of the curve in respect of concavity or 
convexity.! 

In Fig. 1 A the axis of Oz is taken to represent outlay ; each 
quarter of an inch on the vertical line denoting a dose of five 
days’ labour. The corresponding returns are represented by the 
axis of Oz ; each quarter of an inch on the horizontal line denoting 
fifty bushels. It will be observed that the curve is concave with 
respect to the abscissa up to the third increment, while Increasing 
Return acts; and afterward becomes convex when Decreasing 
Return sets in. In Fig. 1 B, representing the same data (with 
the co-ordinates in a different position), the same change of 
law is shown by change of the curve from convex (with respect 
to the abscissa) to concave.” 

1 If z denotes the (amount of) product and x the (amount of) factor used in the 
production ; the curve in Fig. 1 will be convex, and the curve in Fig. 1 B concave 
dz 


(towards the abscissa), when — 
da? 


2 
<0, or when 379 (which comes to the same, 
2 


since = is supposed positive). 
ee 


2 Of the two nomenclatures here, as usual, treated as equivalent, namely, 
increasing [or diminishing] return and diminishing [or increasing] cost, the former 
seems more appropriate to construction B, the latter to construction A. 


No. 83.—VoL. XXI BB 
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3. Doses of various size.—In order to make our definition 
precise it is often necessary to specify the magnitude of the doses 
successively applied. Otherwise it may happen that both Increas- 
ing and Decreasing Returns may truly be predicted of the same 
circumstances.!. This is a paradox familiar to those who are con- 
versant with the application of the Differential Calculus. It 
depends on the circumstance that the orders of magnitude which 
may be neglected are different according to the different purposes 
contemplated. It is thus—to use Clerk Maxwell’s illustration ?— 
that the heterogeneities in the structure of a mound of gravel, 
which are negligible from the point of view of the railway con- 
tractor, may be all-important to the worm. For a like reason the 
surface of a mountain at any assigned point, say that which is 
exactly underneath the centre of gravity of an ascending moun- 
taineer, may appear to him, while he surmounts the rough surface 
with long strides, to be shaped like a dumpling, concave with 
respect to the plane of the horizon ; but to the beetle creeping up 
a cup-shaped cavity, convex. 

Similarly in the example above given, if we use doses each 
consisting of twenty-five days’ labour, the character of increasing 
return will no longer be presented. For the return due to the 
first dose will now be 450; the return due to the second dose 
200. Even if we use doses each consisting of fifteen days’ labour 
we do not find increasing returns; the returns to the successive 
doses being 270, 240, 120. So when the passenger traffic on a 
railway is increased, for small additions requiring only additional 
carriages on the trains already running, the case may be one of 
decreasing cost, increasing return ; but for large additions requir- 
ing additional trains on an already crowded track, the case may 
be one of increasing cost, decreasing return. Yet again, when 
the increase of traffic is such as to call for a new track, a change 
of this magnitude might well present the law of increasing 
return. In such cases, then, in order that the predication of either 
law of return should be significant, it is necessary that the size 
of the dose should be explicitly assigned, if not implied by the 
context. 

4. General definition.—So far we have tacitly supposed the 
two successive doses to be equal in magnitude. But now, re- 
moving this restriction, we may define that when on the applica- 
tion of two (not in general equal) doses of productive power the 
increment of product due to the two doses has to the increment 


1 Cf. Marshall, Principles, ed. v, p. 159 and context. 
2 In a passage quoted in the Economic JournaL, Vol. xx, p. 286. 
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of product due to the first dose alone, a ratio greater than the 
ratio which the sum of the two doses has to the first dose, Increas- 
ing Return acts;! and conversely if the former ratio is less than 
the latter, Diminishing Return.” For example, in the numerical 
instance above given we may say that after the stage at which 
thirty-five days’ labour (supplemented by team and tools) have 
been applied, the law of diminishing return acts, since one dose 
(of five days, etc.)—added to six such doses—produces 60 bushels, 
while three added doses produce 60 + 50+ 40=150, and the ratio of 
150 to 60 is less than the ratio of 3 (doses) to 1. This definition 
appears to agree with the expressions employed in many standard 
treatises. Thus Professor Nicholson predicates of “increasing 
returns” that “under certain conditions every additional unit of 
productive power gives more than proportional returns ” ;* with a 
corresponding definition of decreasing returns. So Professor 
Seager states with respect to diminishing returns in agriculture, 
that, after a certain point, “applications of labour and capital yield 
less than proportionate returns in product.” * Such expressions 
often leave it doubtful whether they were intended to refer to the 
general definition which has been here enunciated, or only to the 
particular, though extensive, species which is now to be dis- 
tinguished. 

5. Division into two species.—Our general definition compre- 
hends a particular and limiting case in which the difference of 
degree almost amounts to a difference of kind. This case is con- 
stituted by taking as the first of the two successive doses the whole 
of the labour-and-capital or productive power measured from zero ; 
the second dose being larger or smaller according to the purpose in 
hand.’ Thus understood, the definition comes to this, that the law 
of increasing return acts when the average product per unit of 
productive power applied increases, with the increase of productive 
power (by an amount that is of an assigned order of magnitude) ; 
and the law of diminishing return, in the converse case. The 
definition thus presented may be distinguished as secondary ; the 

1 In other words (used by the present writer, Economic JournaL, Vol. xix, 
p. 293) “the law of increasing cost or decreasing returns holds good when the ratio 
of the last increment of cost to the last increment of produce is greater than the 
ratio of the penultimate increment of cost to the penultimate increment of produce ; 
with a corresponding statement for the law of decreasing cost (increasing returns).” 


2 Let z=f(x). At any point x, increasing or diminishing return acts according as 


S(&p) — f(%p) > or < %>5., 


f(%)—f(Xo) %— Xp 





where 2%) <2, <p. 
% Principles of Political Economy, Vol. i. p. 172. 
* Introduction to Economics, 1904, p. 114. 
5 Putting x,=0 in the formula given in note 2. 
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general definition, exclusive or irrespective of this limiting case, 
being called primary.! It should be observed, however, that many 
high authorities seem to give precedence to that definition which 
is here described as secondary. Thus Walker makes the distinc- 
tion between increasing and diminishing returns, with reference 
to a given tract of land cultivated by ten labourers, to turn upon 
the question whether or not, if two new labourers are taken on 
the twelve raise more per man than the ten could do. Similarly, 
Professor Seligman? and other eminent American economists.® 
So Professor Carver, with reference to the instance above cited 
from him, understands that “increasing returns stop and diminish- 
ing returns begin at the point where twenty days’ labour are 
expended in the cultivation of the field” *—that is at the fourth 
dose (of five days’ labour), not as according to our definition the 
third dose—because up to that point the average product per dose 
(or what comes to the same, “per day’s labour”) goes on 
increasing. 

To exhibit the distinction more clearly, I suppose Table I. 
to be graduated more finely in the neighbourhood of the transition 











TABLE IT. 
Day’s Labour of man Total crop in Increments due to Bushels per day’s 
with team and tools. bushels. successive doses. labour. 
13 220 aia 16:92 
14 244 24 17°43 
15 270 26 18 
16 294 24 18°38 
17 317 23 18°65 
18 339 22 18°83 
19 360 21 18°95 
20 380 20 19 
21 396 16 18°86 














from Increasing to Diminishing Returns; and I add a fourth 
column ® corresponding to the second definition. It will be seen 
that for a considerable tract of values—corresponding to the 
portion of the curve in Fig. 1 between the points P and Q—the 


1 Cf. Economic Journal, Vol. ix. p. 294. 

2 Principles of Economics, § 106, and Shifting and Incidence of Taxation, quoted 
by the present writer, Economic JouRNAL, Vol. ix, loc. cit. 

3 H.g. Bullock, Elements of Economics, p. 76. 

4 Distribution of Wealth, p. 58. 

5 Corresponding to Prof. Carver’s third column, 
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primary and secondary definitions do not come to the same. The 
difference in connotation involves a sensible difference in 
denotation. 

The grounds on which precedence is claimed for the primary 
definition will presently appear. 

6. Significance of Price.—So far we have mostly measured 
the producing doses and the resulting product in kind.’ But no 
essential difference in classification is introduced when we take 
money as the measure; provided that the prices, both of the 
product and the factor of production, remain constant while the 
amounts are varied. For the change thus introduced is simply 
to multiply the axes representing outlay and return, the Ow and 
Oz of Fig. 1 each by a constant: to change the scale of both 
the abscissa and the ordinate. But such a change does not alter 
the character of a curve in respect of convexity or concavity. If 
it was convex or concave at any point before the change, the 
transformed curve will have the same character at the correspond- 
ing point. The character of the return, whether increasing or 
decreasing, in the primary sense, depends on the material con- 
ditions of production, not on the accidents of price. With 
respect to the distinction in the secondary sense, we may employ 
a theorem given in my former treatment of the subject,® that in 
such a figure as our 1 A above, if a tangent (not shown in the 
figure) is drawn from the origin to the curve, the point of contact 
is the limit at which the returns cease to be increasing in the 
secondary sense and become decreasing. ‘This relation, too, may 
be considered as an invariant, not varying with a change of 
scale. 

But money can no longer be ignored when we consider price 
as varying with the amount put on the market by the individual 
entrepreneur ; as it is proper to conceive in a régime of monopoly. 
We must now distinguish z the amount of product in kind due 
to the employment of the factor x, and € the money-value of 
that product depending on the law of demand. 

7. Factors and other Coefficients.—In general, we may 


1 Cf. Marshall, Principles, ed. v, p. 152: ‘‘ the return to capital and labour of 
which the law [of Diminishing Return] speaks is measured by the amount of the 
produce raised independently of any change that may meanwhile take place in the 
price of produce.” 

2 If in Fig. 14 the ordinate represent not x the amount of a factor, but ¢ the 
money value thereof, the curve will then be a cost-curve of the kind employed by 
Auspitz and Lieben. 

Similarly in Fig. 1 B the abscissa may be taken to represent outlay in money. 

3 Loc. cit., p. 294. 

* Supposed to be purchaseable by the monopolist at a constant price. 
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presume that, as shown above in Fig. 1 to any assigned 
amount of outlay there corresponds a definite amount of product, 
and conversely. In this presumption it is taken for granted that 
the entrepreneur applies his outlay to the best of his ability? in 
order to obtain the greatest possible profit. To that end he may 
have to adjust any number of variables, such as the time of 
trains, the place of porters, and so forth. We ought to distin- 
guish this sort of coefficient, which does not enter into the 
expression for outlay from factors-of-production usually regarded 
as, in the phrase of a judicious writer, “factors of expense.” ? 

Here might appropriately follow the discussion of plural 
factors of production. But it is better first, still with special 
reference to a single simple factor to advert to the grounds on 
which different definitions are preferred. 

8. The two species compared.—Things which are insignificant 
for the purposes of action and pleasure do not obtain names. 
What then is the purpose with reference to which the names now 
in question have been imposed? ‘The essential fact, I submit, 
is that the attribute designated Diminishing Return is the criterion 
of a maximum; not only of a quantity such as z, the product 
considered as a function of x, the factor used, but also of a quantity 
such as bz-ca (where b and c are constants), denoting the net 
product.’ 

Moreover, it is to be conceived that an analogous condition is 
fulfilled by the gratuitous coefficients above noticed,‘ though the 
vocabulary of the economist may fix attention on the paid factors 
of production. For instance, in the case of a given amount of 
labour and capital to be applied to an optional amount of land,® 
the condition which must be fulfilled by the law of production in 
order that the product should be a maximum is the same 
whether the land is free, or subject to a rent per acre.® 

How comes it, then, that the secondary definition is so largely 
employed by economists? For one reason, there is often no 
difference in the denotations corresponding to the different con- 

1 Cf. Marshall, Principles, ed. v, p. 152: ‘‘. . . taking farmers as they are with 
the skill and energy which they actually have.” Cf. also the passage cited in the 
sequel (subsection 18), with reference to Prof. Carver’s views. 

2 Johnson (and Huebner), Railway Traffic and Rates. 

3 Cf. below, p. 361. In the abstract 6 and c may be not prices, but quantities of 
some commodity other than money, in particular the commodity produced. 

4 Above, subsection 7. 

5 As in Prof. Carver’s instructive example above cited. 

6 Let the product be z, =f(2, 1), where x is the amount of working capital, 7 of land 
employed; and let the net product be f(x, 1)-—c,z-c,l, where c, c. are constants 


(cf. note above). The criterion of a maximum, namely, that the second term of 
variation should be thoroughly negative, is the same whether c, is zero or not. 
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notations. This occurs when the cost-curve represented in 
Fig. 1 A is convex (to the abscissa), ab initio.' This coincidence 
of fact may explain the frequent use of different definitions by 
the same writer.” 

But this identity is not always to be supposed. Rather, the 
curve in Fig. 1 is typical of many modern industries in which 
an initial outlay is required. What is the réle of the secondary 
definition in such cases? Let us consider this nice question with 
reference to three kinds of economic régime : (a) perfect competi- 
tion, (b) monopoly practised by a perfectly self-interested 
monopolist, (c) monopoly practised, or at least regulated, by the 
State. 

(a) In the first case it is proper to suppose a constant price 
at which each entrepreneur strives to sell that amount of product 
which brings him in a maximum profit. If in Fig. 1 a the 
constant price is represented by the inclination (to the abscissa) 
of a straight line through the origin ° (the axis OZ now represent- 
ing the money-value of any quantity of product z), then the 
amount produced by an individual whose cost-curve* is OLPQR 
will be the abscissa to the point en the curve, which is such that 
a tangent to the curve at that point is parallel to the line OS; 
provided that the curve is convex (to the abscissa) at that point.° 
Now at first sight it might appear that this condition could be 
satisfied by the convex portion of the curve in Fig. 1 A, between 
P and Q, if the price were suitable. But the condition will be 
found to imply that the total gain obtained from the production 
is less than the total loss incurred ; which is, normally and in the 


1 Cf. Economic Journal, Vol. ix. p. 302, par. 3. 

2 The coincidence is thus affirmed by one who was among the first to discern the 
principle of Diminishing Returns—West :—‘‘each additional quantity of work 
bestowed on agriculture yields an actually diminished return, and, of course, if each 
additional quantity of work yields an actually diminished return, the whole of the 
work bestowed on agriculture in the progress of improvement yields an actually 
diminished proportional return.”—Hssay on the Application of Capital to Land, 
pp. 6-8, quoted by Prof. Cannan, Economic Journal, Vol. ii. p. 63. 

Mr. Flux, whose book has been cited above on behalf of the primary definition, 
seems to adopt the secondary one in his article on “‘ Law ” in Palgrave’s Dictionary. 

3 In accordance with the Auspitz-and-Lieben construction, noticed in the 
Economic JouRgnAL, Vol. xvii. p. 226. 

* In the sense above explained. Good examples of (the materials for) such a 
curve are given by Cunynghame (Geometrical Economics) ; referred to by the present 
writer (Economic JOURNAL, xv. p. 67), and distinguished from a supply-curve, 
individual or other. 

5 Rin Figure 1 a, is meant to represent this point, corresponding to the seventh 
dose of labour (thirty-five days of labour), in accordance with the data of Table I. a. 

In Table I. B (the vertical height of any point on) OS may stand for the cost, 
the amount of outlay 2 multiplied by a constant; while the ordinate to the curve is 
the total yield (in money or other scale commensurate with the cost). 
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long run, absurd. Accordingly, we are concerned (in a régime 
of competition) only with that part of the curve which fulfils the 
secondary as well as the primary definition, the tract beyond Q. 
When we speak of Increasing Return in the present connection 
we are mostly not thinking of the concave portion of a curve 
such as that in Fig. 1 A;.but of something quite different, which 
might be illustrated as follows :—Let the curve in Fig. 1 represent 
the cost-curve for an individual typical entrepreneur. If with 
the increase of production the number of entrepreneurs is 
increased then in virtue of “external economies,” the curve, or 
that tract of it with which we are concerned, may be lowered 
as a whole in such wise that each amount of product, x, corre- 
sponds to a lower cost. Similarly, Decreasing Return now has a 
signification other than the convexity of a curve such as that in 
Fig. 1 A. 

T need not enter further ! into particulars which are not charac- 
teristic of monopolised industries like railways.2, Enough has 
been said to show that with reference to the régime of competition 
the economist is principally concerned with averages; to which 
the secondary rather than the primary definition is appropriate. 
As a régime of competition is presupposed throughout the greater 
part of economic science it is intelligible that writers of general 
treatises should seem to ignore the primary definition. 

It may be worth remarking that when we contemplate 
the working of a competitive régime as bearing on the interest 
of the community, from the point of view of the philosophic states- 
man, then we welcome the phenomenon of Increasing Return 
(or deprecate its contrary) as tending to (or from) some quantity 
which it is proposed to maximise.* But the criterion of such a 
maximum is analogous to our primary conception. 

(b) When we leave the case of perfect competition, the sort 

1 For a more complete analysis the reader is referred to Prof. Pigou’s stupendous 
article on ‘* Producers’ and Consumers’ Surplus ” in the Economic JourNAL, Vol. xx. 

2 The difficulties besetting the theory of supply in a régime of competition are 
largely connected with the phenomenon of ‘‘ external economies” (cf. Marshall, 
Principles of Economics, ed. vi, p. 811, par. 3 et passim); which may, I think, 
be ignored when we are dealing with large monopolies, The London and 
North-Western Railway, for instance, may purchase some of its equipments cheaper 
by reason of the magnitude of the railway—-or the iron—industry throughout the 


world. But that is a circumstance which does not much affect the theory of 
Railway Rates. 

3 J. S. Mill sometimes expressed himself as if the greatest average well-being was 
the summum bonum. But the better opinion, I think, is that of the philosophic 
Sidgwick that the end of political action is to maximise the quantum of happiness. 
These sublime computations are not here entirely irrelevant; they have some 
analogy with the problem which will occupy us in the fifth section—to render 
Consumers’ Surplus a maximum, 
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of return which is diminishing in the primary but not the 
secondary sense—the (convex) tract of the curve in Fig. 1 A 
between the points P and Q—becomes more significant. Suppose 
that the general expenses of a Company, like that of the canals 
in France, were defrayed by the Government, then, even though 
the ruling price, determined, say, by competition, were inadequate 
to the total expenses, it might be the interest of the Company 
to produce an amount between (the amounts corresponding to) 
P and Q. Something similar occurs in the case of two competing 
railways obliged in the struggle for survival to leave out of? 
account past expenses of construction. As we continue to remove 
the conditions proper to the régime of competition, the importance 
of the point Q, at which Diminishing Return in the secondary 
sense sets in, becomes less conspicuous. Suppose that in the 
case put by Professor Carver? the farmer has a limited amount of 
capital-and-labour, say thirty-four days’ labour, to apply to plots 
of land which he can have for nothing. The arrangement which 
he will find most profitable is to cultivate two such plots of land, 
applying to each seventeen’ days’ labour; since thus on the as- 
sumptions of our Table II. he would produce (twice 317=) 634 
bushels ; whereas, by applying the whole thirty-four days’ labour 
to one plot, he would have produced less than 560 bushels (the 
produce of thirty-five days’ labour according to Table I.). 

In ordinary monopoly the outlay would not be limited thus 
absolutely, but by the necessity of limiting the production in order 
to keep up the price. The limit may be exhibited by one of 
Auspitz and Lieben’s Constructions. In our Fig. 1 A let the 
curve represent cost to a monopolist of any amount 2 produced. 
And substitute (in imagination, not shown in the figure) for the 
straight line OS a curve passing through O concave to the 
abscissa. Then the point of maximum profit to the monopolist 
may well prove to be a point in the tract between P and Q. Thus 
it by no means seems to be a universal truth that “with a given 
road-bed and with a given equipment in the way of depdts, 
offices, machine shops, etc., and with a given labour force, an 
increase in the rolling-stock will, between rather wide limits, 
enable the road to carry more freight and passengers; but this 
increase in its capacity will not be proportional to the increase 
in the rolling-stock.”* If we represent the outlay on the “given 


1 The case of duopoly to be treated in our third section. 

2 Distribution of Wealth, Ch. ii. 

3 Carver, Distribution of Wealth, Ch. ii. p. 86. Cf. p. 88. ‘*An increase of the 
rolling-stock would (except in very exceptional circumstances) increase, but not 
proportionately, the carrying capacity of the road.” 
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road-bed” by OL in Fig. 1 a (not drawn to scale), and the 
outlay in rolling-stock by increments along OX above L, it is 
not certain that this outlay will be pushed up to a point corre- 
sponding to Q in the figure, as the above statement implies. 
If the demand for passenger-service is very inelastic, it might 
be the interest of the Railway to restrict the supply within such 
limits that the increase of carriage room would present Increasing 
Return (in the secondary sense contemplated). Nay, it is quite 
possible that Increasing Return in the primary sense may rule; 
the monopolist may arrest production at a point below even P 
in our figure,! a point beyond which he would lose by the falling- 
off of demand more than he would gain in cheapness of produc- 
tion.” This is possible but not probable. For there is a correla- 
tion—though not an identity—between the criteria of maximum 
(1) for the net profit of the monopolist (affected by selling price), 
and (2) for the amount of product in kind (not so affected).® 
While the primary conception is thus less important in a régime 
of monopoly than in one of competition, the secondary conception 
is much less important. It is even fallacious. The suggestion 
which has been made by authors of note that the quantity which 
the monopolist seeks to maximise is the average return to his 


1 As pointed out by the present writer, Economic JouRNAL, Vol. xvii. p. 236, 

2 For instance, it is possible that railways in America are deterred from lowering 
passenger fares, not so much by the cost of increased accommodation as by the 
belief that the demand would not keep up (cf. Johnson and Huebner, Railway 
Traffic and Rates, Vol. ii. p. 207). They may be wrong in that belief as Weyl and others 
urge (cf. Johnson, American Railway Transportation, p. 150), but it is possible 
that they may be right. But owing to the circumstance of Joint Cost (for freight 
and passenger) and Discrimination (between passenger fares) a clear-cut concrete 
example is not to be expected. 

3 Let the net profit be ¢(—am, where ¢ is the money value of the product obtained 
by the application of the amount (in kind) 2 of the factor of production, m is the 
(supposed constant) price of the factor. Also ¢=zp, where z is the amount of 
product in kind, and p is the price thereof (supposed liable to be varied by the 
monopolist) : 

PE _ dey , git dp , , tp 
dx — dx dx dx dx? 
Accordingly, if > is negative (Diminishing Returns in the primary sense ruling) 


probably 7 is negative. For the latter quantity is equal to the former plus two 
ze 


quantities, one of which is known to be negative (< being positive, 2 


negative), while the sign of the other is quite unknown, The probability is of the 
kind which I have described asd priori in former numbers of the Economic JOURNAL 
(in particular, Vol. xx. p. 287-8). I should like to add to the instances there given 
Professor Pigou’s (virtual) recognition of the principle when in his important 
communication to the Poor Law Commission (Appendix Ixxx.) he argues that 
‘* unknown facts are as likely to conform as to conflict with known facts.” 
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outlay—the rate, not the amount, of profit—is a misleading 
suggestion. 

(c) The peculiarity of State Monopoly is that it seeks—to 
some extent at least !—to maximise not pecuniary profit in the 
ordinary sense, but the advantage of customers measured in 
money, the collective Consumers’ Surplus. Now, the character- 
istic of such a maximum is a relation of the kind designated by 
the primary rather than the secondary definition. 

Upon the whole, I think, there abide both the primary and 
the secondary definition ; and the greater of these is the primary. 

9.—Plural factors.2—These comparisons may be transferred to 
the case of plural factors of production, mutatis mutandis.2 The 
required changes tend to augment the difference between the two 
definitions, to enhance the precedence of the primary. Beginning 
with two factors of production, let us measure their amounts in 
kind along two axes, OX and OY. And let a perpendicular to the 
plane of those axes (say the plane of the paper) at any point in the 
plane, designated by the coordinates x and y, represent by its 
height z the product in kind resulting from the employment of z 
and y in the best available ways. Then the terms Increasing and 
Decreasing Return are to be defined by the character of the 
surface which is traced out by z, when different values are assigned 
to x and y. According to the primary definition, returns are de- 
creasing where the surface is thoroughly concave.* The secondary 
definition is something very different from this; more different 
than appeared while we were dealing with only one factor. Before, 
given a point z, we took a point below it, 2, and compared the 
increment of produce due to the dose (x, - 2) with the increment 
due to the dose @z - 2,. Now, given a point (x), y;), we have to take 
a point (Zp, yo) (where one at least of the variables subscribed 0 
is less than the corresponding variable subscribed 1), and to 


1In making this qualification I have in mind Dr. Marshall’s doctrine of 
‘* compromise benefit.” 

2 The plural factors are here considered as forming one product. The case of 
several products with several factors falls to be considered under the head of 
Joint Production. 

3 Among the changes required is the introduction of a new symbol, «, to denote 
the sum of the money-values of the factors. By means of the production-function 
z=f(x, y, ..), where 2, y.. are amounts of the factors in hand, we may determine 
the values of x, y.. which give the maximum value of z, the net profit, (=¢- x) for 
any assigned value of « ; and thence obtain z as a function of « as shown in the 
following note. This function may be represented by the curve in Fig. 1B (the 
abscissa now denoting the money-value x). The reverse function which has « as the 
dependent, z as the independent variable—the cost-curve—may be represented by 
the curve in Fig. 1a. 

4 For a fuller statement, see Economic JourNaL, Vol. ix. p. 294, note and 
reference there given. 














1911] CONTRIBUTIONS TO THE THEORY OF RAILWAY RATES 363 


compare the increment of product due to the (compound) dose 
(21-2, Yi- Yo) with the increment of product due to the dose 
(%2-21, Yo- Yi), Where the points (2, Yo), (21, Yi), (Ze, Ye) are in 
a right line. For the special case in which the point (Zp, yo) is 
at the origin (v»=0, yo= 0), the primary and secondary definition 
come to the same. But this is now a very special case. For there 
are any number of other lines, besides the one passing through 
the origin, which may be drawn through the point under con- 
sideration (x, y:). It may well be that, by comparing increments 
corresponding to points on some line not passing through the 
origin, the surface may be shown to be convez in the neighbour- 
hood of (2, yi), though by the test of the “secondary” sort it 
appeared concave. Accordingly, I do not hold with the writers 
who attach a mighty importance to the question whether, if all 
the factors of production are increased in a certain proportion, say 
a:1 (where @ is greater than 1), the product is, or is not, increased 
in that proportion. The matter has little to do with that character 
of the function z with which the entrepreneur is, and the 
economist should be, especially concerned, the fulfilment of the 
condition of a maximum. 

Nor is the breach between the two definitions healed by taking 
for our lower point (2, yo)—not (0, 0), but—(0, y,) [or (a1, 0)]; 
and observing whether (az, with y,) [or (2, with ay;)] will 
produce more or less than @ times what (x, with y;) will produce.' 
According to both these subordinate varieties of the secondary 
species, as well as the preceding main one, it might appear that 
the surface at the point (x,, y,) was thoroughly concave; the 
sections of the surface formed by three vertical planes through the 
point (2, y,;) showing each a curve concave in that neighbourhood. 
And yet some other vertical section through the point might 
show a convex curve. Thus, if 2; represent the number of cattle, 
y, the number of men attending to them, on a grass farm of given 
size, it is quite possible that all the three variations (aa, with ay), 
(ax, with y;), and (x, with ay,), compared with(2,, y;), might 
present decreasing returns in such wise that it would not pay 
the farmer to adopt any of these arrangements. And yet it might 
pay him to increase one of the factors « times, and the other B 
times, since the increment due to the change, compared, as it should 
be, with the cost incurred might well show an increasing return 
(in the primary and here essential sense). In the note will be 


1 The phrase what ar with y will produce (or what ax witb ay will produce), 
borrowed from Professor Carver (loc. cit.), is used as the equivalent of f(ax, y) 
or f(ax, ay). 
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found an example in which, if @ is$, 8 is 2, Increasing Return 
is shown; though if a=8, or if either of them is zero, the case 
seems to be one of Decreasing Return. A more practical 
instance could no doubt be attained from the business of railways ; 
assuming (as may often, I think, be legitimately assumed) that 
the directorate is not deterred from offering additional services to 
the public by the fear of demand falling off. 


What concerns the entrepreneur is the sign of = where ¢as before is the gross 
Ch 
yield in money and « is the cost in money (say xm,+4Y7, where 7, 7, are the— 
2 
supposed constant—prices of the factors). This comes to the same as a where z 
K 


as before is the product in kind and z=2p, if p may be treated as a constant. 

For example, suppose that initially the amounts of the two factors are x=2, 
y=1. And let the law of production, in the neighbourhood of these values, be such 
that the gross profit ¢ (=zp)=15x+15y-32z?+4a2y-y* Which is also =z, the 
product in kind, if p, the price of the product, is unity. Also let the outlay on the 
factors, x=xm,+¥m,=x+y; the price of each factor being unity. 

Initially—when x=2, y=1—the product (and gross profits) are 40, Now compare 
this with the product of az with ay, where a is 3. That product proves to be 
56°25, less than $x 40. A like result follows for values of a less than 3. Likewise if 
the product of ax with y, or of x with ay is compared with the product of x with y, 
decreasing returns (in the primary sense are shown). And yet the returns are 
increasing in the sense with which the entrepreneur is principally concerned. For 
putting z for the net profits (= ¢—x), find the locus at which z is a maximum for any 
assigned value of « (corresponding to the curve called a on p. 366). This locus is 


iven by the equation 
; at) _ (ae 
dx 3) : 


Whence 14-627+4y=14+42-2y; 3y=5x2. Now combining this equation with the 
equation x+y=x, and substituting the values of x and y in terms of « in the 
expression for ¢, there results 

(=15n+ hx? ; 
representing a curve convex to the abscissa (like the curve in Fig, 1B up to the 
point P); corresponding to Increasing Return both in the primary and secondary 
senses, 

These results are independent of the assumption, which has been made for 
convenience, that the prices of the product and of the factors of production are each 
unity. The results depend upon properties of the production-function which do 
not vary with the price: in particular the saddle-shaped character of that surface 
in the neighbourhood with which we are concerned. The secondary test is so 
deceptive because there is not fulfilled the condition proper to the primary test, 
the condition of a maximum: 


(ze )(ae) > (em) 


The only assumption made is the constancy of the prices while the amount of 
production is varied. If that assumption is not admissible owing to the action of 
monopoly, then the significance,of the primary definition becomes only probable, 
that of the secondary definition not even probable (cf. above p. 361). 





The divergence which has been indicated between the primary 
definition of the terms in question and that which is suggested by 
the semi-mathematical treatment of the subject becomes aggra- 
vated when, instead of dual, we have plural factors. 
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10. Plural factors, continued.—The property of plural factors 
which has been pointed out, that in starting from any point 
(system of factors) there is a choice of directions, is connected 
with the property that in moving from any initial point to the 
position of maximum, there is a choice of paths. To exhibit 
this property, let us again begin with the simple case of two 
factors, purchasable at a uniform price. Let us measure the 
total cost of any two amounts of the factors, say «, downwards, 
on a perpendicular to the horizontal plane of « and y. Then the 
surface traced out by the various values of « will be a plane 
passing through the origin. From the point on this plane corre- 
sponding to any point (x, y) on the horizontal plane measure 
upwards on the vertical passing through the point (a, y), a length 
¢ representing the gross profit attending the use of the factors 
x andy. Then the net profit €—«, say z, is represented by the 
height of a certain surface above the horizontal, plane. The 
surface must be supposed concave (with respect to that plane) 
in the neighbourhood of its highest point. The character of the 
surface might be illustrated by the height above the floor of a 
ceiling shaped somewhat like the upper part of an eggshell viewed 
ab intra.’ If (x, y’) is the point on the floor at which the height 
z of such a surface is a maximum, we have now to consider by 
what path the entrepreneur will proceed from any initial point 
(x, y) to his goal (2’, y’). 

To fix the ideas, let us suppose that the surface is an ellipsoid, 
of which the intersection with the horizontal plane of 2, y is 
shown in part on Fig. 2. On the suppositions detailed in the 
note, the maximum value of z occurs at the point (x=6, y =5). 
The question arises : By what route does the thought and action 
of the entrepreneur move from any initial point, say A, towards 
this end, say M?? 

1 An example of such a ceiling may be seen in the Buttery of a well-known 
Oxford College. 

2 Put 7, (the price of the first factor of production)=4 ; 7,=8; 

n= 4x + By. 

(= 8a + 24y — 20° + dary - 4y? ; 

z=(-K=42r + 16y — 22? + day — 4y, 

This is the surface whose intersection with the plane of xy is represented by the 
curve in Fig. 2; a unit of money corresponding to two-fifths of an inch. 

: : ; ‘ er , dz dz 

The point at which z is a maximum is given by the equations (z)=° ; (F)=0 : 
of which the solution is z=6, y=5. 

The locus of points at which z is a maximum for any assigned value of « is 
found by making z-A« a maximum. Whence (an )=43 (=) = 8a. Eliminat- 
ing the indeterminate constant a, we have for the locus 3z—4y+2=0; a line 
passing through M and cutting the axis OY at the point y=}. 
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(a) It isa very natural conception that the entrepreneur should 
endeavour to get the most profit that he can from his outlay on 
the factors. Accordingly, he might vary the factors so as to obtain 
the maximum profit that is obtainable from the initial outlay. 
This means that he will move along a certain (right) line, not 
shown in the figure, up to the intersection of that line with the 
locus of maximum profit for given outlay. That locus, on the 
suppositions made, proves to be a right line passing through M, 
the point at which the height z is a maximum, and P, a point 
on the axis of y distant 4 from the origin. Suppose, now, that 


y 
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the entrepreneur acquires command of a larger amount of working 
capital to expend on the factors.1. He will advance along the 
(dotted) line PM towards the point M.? 

(8) He might, however, proceed by a quite different path from 


The locus of points at which z is a maximum for any assigned value of y is 
7 =o, or x-y-1=0. The corresponding locus for assigned values of 2 is 


% m0, or x-2y+4=0. 


The differential equation for the curve of preference through any point (ay) is 


dy _(af i) = *+a-2y 
dx | dz) = 1-x+y" 


At the point 4 for which z=1, y=}, the slope 4/4=8 ; falling off at points nearer the 
axis MS. At the point S, distant 1-29-- from 0, and any other point on the right 
line MS, the curve of preference becomes a right line, the right line MS. 

1 Compare Marshall’s conception of a ‘‘ dose” of labour and capital made up of 
many different factors combined in appropriate proportions.—Principles, ed. vi. 
p. 171. 

2 The direction-cosines of such a path as our a (not in general a straight line) 
correspond, I think, (in the neighbourhood of the maximum M) to the “ coefficients 
of fabrication ” in Walras’ theory, as improved by Pareto. 
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the initial point. Suppose that one of the factors, x, say the 
number of men employed on a farm, or the number of carriages 
on a train, is varied more readily than the other factor, y, say 
the amount of machinery employed, or the number of trains; 
the first step might be to move parallel to the axis of x on to the 
point at which the profit is a maximum for an assigned value 
of y. The locus of that point is the (broken) line passing through 
M and Q, a point on the axis of 2 distant 1 from the origin. 
Arrived at that locus there will be a stop, until it is possible to 
move in the y direction. When possible there will be movement 
in that direction so far as may be possible’; and again a step to 
the right as far as the locus MQ. And so, hugging that locus, we 
advance to the point M. 

(y) But neither of the two staircases which have been described 
is the course which first occurs to the purely mathematical 
economist. The free path from A would by him be conceived as 
movement in that direction by which the greatest increment of 
profit is continually obtained, the line of preference (perpendicular 
to the line of indifference).? The start of such a curve from the 
point A is shown in the figure. The curve is convex to the line 
OS, and passes through M. A path starts from every point, and 
all paths lead to M. ‘The path from any point on the line OS 
is the line itself. 

A priori, I think it is not possible to say which of these types 
best represent the working of the managerial mind. This will be 
even more apparent when we go on to the case of three factors- 
of-production. Let us suppose that while hitherto the amount 
of land has been treated as fixed, now another, and again another, 
dose of land becomes available. To represent the amount of land 
employed, we shall now require a third co-ordinate in the direc- 
tion perpendicular to the plane of z, y; we can no longer spare 
the axis OZ to represent net profits. If we proceed on the analogy 
of method 8, taking on a new plot of land, as it were per saltum, 
and adjusting thereto the values of x and y; the series of points 
thus presented will form a curve in space analogous to the plane 
curve MQ. The maximum amount of profit to which we can 
reach by moving along that curve can now no longer be repre- 
sented graphically. There would be required a fourth dimen- 
sion! I might suggest representing the curve in space by a wire 

1 Kither up to the locus of maximum z for constant value of z, a line through M 


cutting the axis of yat a point R, distant 2 from the origin (a line not shown in the 
figure), or any shorter distance to which the step (in the direction of y) may be 


restricted. 
2 Cf. Mathematical Psychics, p. 22, et seq. 


No. 83.—VoL. XXI. 
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so heated as to glow with different degrees of brightness at 
different points; the point of maximum brightness corresponding 
to the most profitable adjustment of the three factors. Another 
wire may be imagined analogous to OP ; and yet another system 
of paths representing the lines-of-preference in space. 

12. Relative Discontinuity.—The preceding analysis brings 
into view the circumstance that one factor of production often 
varies discontinuously as compared with another. Two factors do 
not always move continuously like the minute hand and the hour 
hand of an ordinary clock. The movement is rather like that of 
a clock invented by the ingenious R. L. Edgeworth, in which one 
wheel moves with every swing of the pendulum, while another 
connected with the (hour) hand of the clock moves per saltum, the 
hand taking a jump every 74 minutes. Or we may liken the 
discontinuous variation to a flight of very steep stairs’; like the 
steps in the Great Pyramid, some four feet high. Let the face 
of such a pyramid be supposed parallel to the line MQ in Fig. 2; 
and consider the path of one who, with face turned in the direction 
Oy, surmounts one step of the pyramid per saltum ; then, moving 
in the direction Oz, ascends by gentle steps a little portable stair- 
case or hand-ladder,? or, it may be, rubbish piled on the ledge. 
He thus ascends until it is possible for him to surmount another 
step of the Pyramid.* And so on to the summit. Thus, the 
Manager of a Railway may put on additional carriages, each 
adding little to the cost of hauling, up to a point at which it 
may be possible and profitable to put on a new train. So trains 
may be added while the number of tracks remains constant, up 
to a point at which it pays to make a new track. 

In the case of our Pyramid, the path of ascent, as to its contour 
and neglecting indentations, was a straight line. But in general 
this is not to be supposed. The path is rather to be supposed 
concave like the ceiling pertaining to our Fig. 2‘; it may even 
be convex in places. In any case, the shape of the path in its 


1 The essential characteristic of the kind of step represented as more arduous is 
that to surmount it requires more time, a relatively ‘‘ long period” in Dr. Marshall’s 
phrase. 

2 Lady Strangford, in her description of the ascent (Egyptian Shrines, ete.), 
speaks of ‘‘ a stool or other contrivance.” 

5 If the step in the direction perpendicular to OX is not otherwise limited by the 
conditions of the industry under consideration, it may be supposed to extend to the 
locus which is described in note 1 to p. 376. 


4 More correctly, os is supposed negative where z as all along is the net profit in 
x 


money and « is the outlay in money. But as« isa linear function of x and y the 
expressions in the text do not convey a wrong impression. 











1911] CONTRIBUTIONS TO THE THEORY OF RAILWAY RATES 369 


general contour is quite distinct from the outline of the little 
flight of stairs which we have imagined on a ledge of the Pyramid. 
The one may be convex, while the other may be concave. This 
is a new illustration of the circumstance above noted, that returns 
may be increasing for one size of dose, and decreasing for 
another.! ; 

That is, in the primary sense of the terms. In the secondary 
sense, it is to be expected that Increasing Return will rule for 
’ the lower steps of the little flight of stairs on each ledge. Take 
as an example of ledges surmounted by large steps or jumps, 
plots of land not divisible below a certain minimum, and for 
the more finely graduated steps, days’ labour applied to a plot of 
land, as in the example above quoted from Professor Carver.? 
Starting from the zero of outlay, we find (i.) for the first plot 
the cost in money of producing a certain number of bushels z to be 
of the form /, the fixed rent of the plot, +p, an outlay varying 
with z. If, as in the case supposed—the case typical of the 
industries here contemplated—the land without labour produces 
nothing, the cost-curve must start as in Fig. 14 at a point, L, 
on the axis of OX, above the origin. It follows that initially 
Increasing Return in the primary sense must rule; whether or 
not the curve traced by x- and &, the money value of z- is 
concave. 

Suppose, now (ii.), that labour and capital has been laid out on 
the first plot up to the point of maximum profit Rh; and that a 
second plot of land is then taken on. Ceteris paribus, and in par- 
ticular the price of the product being supposed constant, it may 
be shown that the outlay of “days’ labour” on the second plot 
will present Increasing Return in the secondary sense. And so 
on for additional plots.* It is more to the purpose, I think, to 
observe that the outlay on labour and tools for the last plot taken 
on will present Increasing Return in that primary sense in which 
the first of the two compared doses is reckoned from the 

1 Above, p. 353. "2 Above, p. 351. 

3 Let the cost of producing the most profitable amount on any plot be 1 (the 
fixed rent) +m the bill for days’ labour sufficient to bring the production up to the 
amount corresponding to R (in Fig. 14), say «’. The cost of cultivating any 
number of plots, say 7, is then r(/+m) ; and the average cost per plot is (1+ m)/z’. 
Now let an (7+1)th plot be taken on; and let there be expended on it the fixed rent 
1 and a variable amount of days’ labour costing, say, 1. Now the average cost of 
Ki+m)titn , 

r2' +3 ; 
As z varies from 0 to z’ the above-written expression for average cost varies from 


25 Fd to od Therefore during a part of that variation Decreasing Cost— 
s 8 z 


Increasing Return—must rule. 


the total product is where z isthe product of the plot last taken on. 





cc 2 
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beginning of the outlay on the last plot. This follows by a 
repetition of the reasoning applied to the first plot. 

The case considered in the two preceding paragraphs is very 
important, so important as often to obtain the title of Increasing 
Return par excellence.! It plays a great part in the theory of 
Railway Rates. It is the rationale of the often noticed circum- 
stance that an increase in the gross receipts is apt to be accom- 
panied with a more than proportionate increase in net receipts. 
To establish this and other important conclusions, it would be 
often, I think, unnecessary to take into consideration, as just 
now, a second jump, or large dose. For instance, when Professor 
Ripley employs the principle to account for the prosperity of the 
American railways consequent on the increase of business,” he 
may be understood, I think, as regarding the outlay on the 
construction and maintenance of the railways as corresponding 
to our / (in the simpler case above labelled i.), and the operating 
expenses as corresponding to our p. 

As costs corresponding to our p initially, after the per saltum 
variation of general expenses corresponding to our I, afford in- 
creasing returns (in a certain sense), so ultimately, if » is con- 
tinually increased while / remains constant, diminishing returns 
must set in. This corresponds to the fact made familiar by Dr. 
Marshall that when an industry is called for a sudden increase of 
output, the short-period supply curve is apt to be inclined 
positively. F. Y. EDGEWoRTH 

(To be continued.) 


1 E.g. Hadley, Economics, p. 154, note. 

2 Report of the United States Industrial Commission, Vol. xix. Transportation, 
pp. 277, 286-7. Similar expressions as to the nature of Increasing Return might be 
quoted from other railway experts. 











REFORM OF INCOME-TAX AND ESTATE-DUTY. 


THE income-tax is our sheet-anchor of national finance. 
Already it occupies so dominant a part that we cannot even 
imagine ourselves without it ; as it has been our help in the years 
that are past, so it must be our hope for the future. We cannot 
get away from it if we would; more than a century ago it was 
tried, tentatively and temporarily, as an instrument: of finance ; 
reimposed after an interval, it has proved sound and reliable, 
so that now it provides nearly one quarter of our total national 
revenue. And it will supply a greater proportion in the future. 

But in its application we are still in the experimental stages ; 
we have no system, properly so called. By our empirical methods, 
indeed, we are seeking approximation to a just and fair distribu- 
tion of taxation between rich and poor; and such efforts have 
not been fruitless. We recognise that the more slender incomes 
must be treated with special tenderness, and to them “abate- 
ment” is given ; we perceive that the fat and substantial incomes 
should afford a higher contribution, and to them we apply a 
“supertax”’; we make a difference between incomes which are 
the fruit of the owner’s work, and those which depend on the 
fructification of capital without personal labour ; and in all these 
ways we feel that we are dealing justly, if very clumsily, with 
rich and poor. This is all to the good; but the methods are 
those of experiment, not those of settled policy. Up to the 
present, indeed, this has been inevitable ; but now it is high time 
to emerge from empiricism to system; to reduce these various 
contrivances, as far as possible, into a single system of universal 
application, whereby each man shall be automatically charged 
in proportion to his ability. 

Not that any practical method should be condemned for lack 
of theoretic consistency, so long as it works well ; but if it appears 
that our present scheme is not only theoretically unsound, but 
is also difficult, inelastic, and cumbersome in its practical work- 
ing, then there must be an overwhelming case for reform. 
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Let us first rid ourselves of any misconceptions. Neither the 
present Finance Minister nor any of his predecessors can be 
reasonably blamed for the imperfections of our present income- 
tax. They have only followed the advice of the Select Committee 
on income-tax of 1906. Do we then throw the blame back on 
to the Committee? Certainly not. On the contrary, I believe it 
impossible for anyone fully to grasp the difficulty of the problem 
who has not studied this Committee’s blue-book ; the information 
in it is extensive, and the recommendations are well considered. 
The report is a great gain, a clear step in advance, a starting- 
point for reform. Its main recommendations must not be over- 
looked. It suggests extension of the abatement principle to 
incomes of £1,000; it warns us that we must in any case retain 
taxation at source; it suggests additional taxation of persons 
whose income exceeds £5,000; it recommends differentiation 
between earned and unearned incomes; and lastly it distinctly 
approves compulsory declaration from each individual of total 
net income in respect of which tax is payable. These recom- 
mendations must be kept before our minds constantly, while 
we consider any scheme of practical reform. 

Turning now to the partial application of these recommenda- 
tions, as presented in the budgets of 1909 and 1910, what do we 
find? We find a graduated arrangement which is, broadly speak- 
ing, just; though in detail injustice is inflicted owing to the 
coarseness of the graduation. Its weakness, however, appears 
when we examine it in detail. A “normal tax” of 9d. is imposed 
on earned incomes, with abatement under £700; 1s. on incomes 
between £2,000 and £3,000; 1s. 2d. between £3,000 and £5,000; 
& supertax on incomes over £5,000; and all unearned incomes 
taxed at 1s. 2d. Now, whatever can be said for this scheme, it 
is horribly cumbersome ; and we may well ask what will happen 
when the Chancellor wishes to raise his demands on the tax- 
payers. He will certainly be in difficulties. Each item of all 
these will have to be increased ; the proportions must inevitably 
be altered ; the result will be confusion and discontent. In view 
of such conditions, we can hardly say that our present scheme 
works, or is likely to work, smoothly. A change of rate is no 
longer simple, as it used to be, but highly complex; it is neither 
easily controlled by the Chancellor, nor easily understanded of 
the people; in plain terms, the utility and elasticity of our 
income-tax is seriously menaced by its lack of system. 

But if we are to adopt a system, it must be in conformity with 
practical requirements ; it must not neglect the advice of those 
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who have studied the subject; and it must be such as will fulfil 
and systematise, rather than relinquish and abrogate, the general 
trend of our former experiments. 

Now the simplest form of income-tax is the imposition of a 
fixed or flat rate on all incomes, irrespective of size. To this 
form there are two objections. First, there is already in force 
a scheme of indirect taxation on some necessaries, or virtual 
necessaries, of life, such as sugar, tea, and perhaps tobacco ; these 
taxes fall with increasing severity on the lower grades of income ; 
we therefore require a system which shall grant exemption to 
all incomes below such a figure as admits of decent living under 
existing circumstances of indirect taxation. Secondly, apart 
from indirect taxation, it is generally admitted that a person in 
receipt of £1,000 a year is better able to afford £50 of tax than 
is the holder of £500 to afford £25; the possessor of £10,000 is 
less inconvenienced by the loss of £500 than either. As this 
principle has been for long applied to incomes belew £700, so it 
ought to be applicable to all incomes above that figure; this is, 
indeed, the principle which underlies the present supertax. For 
these reasons, then, we find the principle of the flat rate faulty 
and inconclusive. 

But so soon as we depart from the flat rate, which provides 
us with a simple standard, we seem to land ourselves in difficulty. 
We get off the straight road, as it were, and are obliged to strike 
off in a direction where there is no beaten track. We are, in 
fact, in the empirical region, and can only correct our experi- 
mental direction by subsequent observations. One thing, how- 
ever, is clear; namely, that incomes of moderate dimensions 
must be taxed at something like the present normal tax; while 
small incomes must be charged at less than this rate; great 
incomes, on the other hand, must be charged at higher rates, 
but not so much higher as to involve predatory taxation even 
for the highest. This means that the charges must rise fairly 
sharply from about £100 to £1,000, and after that any further 
rise must be exceedingly gradual, as we approach the very large 
incomes. In any case, incomes of different sizes must be charged 
at different rates all the way up the scale. 

Now, if persons are to be charged at different rates according 
to the size of their incomes, then it is necessary to obtain from 
all persons a statement of their total income from all sources, 
in order to ascertain the proportion in which they are to be taxed. 
This is a necessary condition of any attempt to deal with the 
problem; as has been acknowledged by the Select Committee, 
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and partially exemplified by the working of the present supertax. 
Nor is universal declaration a matter of serious difficulty. Already 
about three-quarters of all income-tax payers make statements 
of their incomes in order to obtain abatement; it is not a great 
hardship that the remaining quarter should do the same. But, 
seeing that those remaining persons have to declare with a 
prospect of loss instead of gain, it is of the utmost importance 
that their treatment should be one of strict relative justice ; 
for injustice will induce under-statement. 

Granting, then, a general declaration of income, what method 
of apportionment can we adopt? How can we grade the charges 
satisfactorily? Many attempts have been made to devise satis- 
factory schemes of graduation; some have few and steep steps, 
some many and gentle ; some propose only slight additions for the 
higher incomes, others so great as to have the effect of confisca- 
tion. But whatever their merits or demerits, they all fall under 
the same condemnation—that they are arbitrary. By this I mean 
that the increase of taxation proposed for the higher incomes 
is governed largely by the personal bias or predilection of the 
proposer, and not by systematic co-ordination with the scheme 
of rates imposed on the lower grades of income. Several pro- 
posals of this arbitrary order may be found in the report of the 
Select Committee. (See pp. 69, 112, 238, 260.) Hach of these 
schemes may or may not be reasonable; it is not on the ground 
of unreasonableness that we find fault with any or all of them; 
the fault is that all alike are arbitrary. A method of taxation 
which is arbitrarily imposed can be altered arbitrarily, and must 
engender a sense of insecurity and instability. This is the first 
and greatest fault of graduations in general; the second is, that 
if graduations are few and steep, some advantage is gained in 
simplicity of administration at the expense of relative justice ; 
if they are many and gentle, the advantages of justice are over- 
borne by complexities of administration. Neither is there any 
method of step-graduation which fails to inflict some injustice ; 
for instance, under the 1910 Budget, an income immediately 
over £5,000 a year pays £50 more tax than one immediately 
below that sum. Now it may be said, possibly with truth, that no 
method of taxation is perfectly just; but obvious and crude in- 
justice, in addition to standing condemned in itself, has the dis- 
advantage that it stimulates evasion. Evasion, in fact, always 
results where steep graduation is employed, whether for the 
purpose of income-tax or death-duties. 

To fulfil our requirements, we need some sort of a curve, of 
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known formula, as simple as possible, which shall regulate tax 
incidence automatically. In doing so, however, we are clearly 
limited in the application of such a curve, by the necessity of 
retaining, with little if any modification, the method of “collec- 
tion at source.” When this method was first applied, a century 
ago, its immediate result was to double the yield of the tax. 
Such a method cannot be abandoned ; experience has abundantly 
proved it to combine the virtues of simplicity and fruitfulness. 
It gives the machinery by which the doctrine of differentiation 
is brought into play. Retention of this method means that un- 
earned income must be charged at source with a uniform rate 
for all incomes; moreover, it is very undesirable that the State 
should disgorge more of this money than it must disgorge in order 
to avoid inflicting hardship. It is hoped to show that such source- 
collection can be satisfactorily combined with our new proposals. 

For the moment, however, let us imagine that all incomes are 
“earned,” and so ease ourselves temporarily of tlie problem of 
differentiation. 

The system here propounded is that of logarithmic proportion ; 
and the curve of rates suggested is the common logarithmic curve. 
For its application, we require only the settlement of two units ; 
one of these we may call the income-unit, the other the tax-unit. 
Let us take, for example, an income-unit of £100, and a tax-unit 
of 1s. Then the owner of £100 a year has one income-unit, 
and is charged log. 1 of the tax, t.e., nil. The owner of £1,000 
has ten units, and is charged (since log. 10=1) 1s. in the &. 
Similarly the owner of £10,000 is charged (since log. 100=2) 
twice the tax-unit, or 2s. in the £, £100,000 is charged 3s., and 
so on for the very few incomes (perhaps 100) higher than this 
enormous sum. Each intermediate figure will have its corre- 
sponding logarithm. The system, then, stated in general terms, 
is: The proportion of tax-unit to be paid on any income, will 
be the logarithm of the number of tax-units which it contains. 
Such is the proposal. It is based on an approximation to what 
we may call “the law of proportional sacrifice.” It is claimed 
that this would prove a fair measure of the relative ability of 
citizens of all ranks to meet the requirements of public service. 
The assumption which is made on this system is that, if a man 
with £1,000 a year is called upon to part with £50 of it for the 
public service, then a man with 210,000 might reasonably be 
asked to contribute, not £500, but £1,000, and the possessor of 
£100,000 a year, not £5,000 but £15,000. It is believed that 
these various owners would feel the loss of such sums equally, 
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although the proportional loss is unequal. This is, indeed, an 
assumption ; but it is an assumption closely in accord with, and 
illustrated by, the present incidence of tax-rate; and be it 
remembered, the scale now in force is the outcome, not of a 
sudden caprice of any one man or government, but of a steady 
growth of public opinion, concerning which political parties are 
in practical agreement. Now it so happens, under our present 
scheme, that the owner of £10,000 a year is taxed rather more 
than twice as much in proportion to his income as the owner 
of £1,000, this being the practical result of his bearing a tax of 
1s. 2d. (instead of 9d.), with a 6d. super-tax on all except £3,000. 
As far, therefore, as concerns incomes between these ranges, our 
assumption seems justified by the broad facts of present taxation. 

Annexed will be found a graphic representation of the 
proposed system of rates, on which is superposed the present 
scheme of rates. This is constructed on the basis of an income- 
unit of £100, and in such a way that the “tax-unit” is of the 
same amount (at present 9d.) as the “normal tax”; the curve 
shown is one continuous curve, telescoped successively for con- 
venience of space. The first portion passes by hundreds from 
£100 to £1,000 ; the second by thousands from £1,000 to £10,000 ; 
the third by tens of thousands up to £100,000. The single curve 
is thus telescoped twice in succession into one-tenth of its 
previous dimensions. The same remarks, later on, will be 
found applicable to the curve of death-duties. Looking, then, 
at the second group, in the income-tax graph, we see the corre- 
spondence between the present and the proposed rates to be so 
close as to require no comment. (£1,000 to £10,000.) Similarly, 
the first group of the same curve shows the extent of harmony 
between the two schemes for incomes ranging from £100 to 
£1,000. Here also the close correspondence is remarkable ; but 
the importance of this group is so great, that this portion of the 
scheme calls for special comment. We note then that on this 
system £700 cannot be charged at the same rate as £1,000; hence 
some slight remission at and about £700. Only when we approach 
the lower end of the scale do we find subject-matter for con- 
troversy. This is occasioned by the substitution of an exempt 
income-unit of £100 for an exempt limit of £160. By the new 
system, therefore, incomes between £100 and £160 are called 
on for small contributions. Whether it be desirable to lower the 
exemption figure to £100 must be an open question ; if so be that 
the lowering of the figure were not considered practicable, then 
it would be simple to continue the present scheme of abatement 
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for incomes below £400—the first point where the two curves 
meet. Let us now compare the total amount of tax levied on 
incomes from £100 to £1,000, by the present tax of 9d., and 
under the proposed scheme with a 9d. tax-unit :— 


Amount by 
Income. Old Scheme. New System. 
£ & ses 4. £8 d, 
120 nil Oi 2 
140 nil 015 4 
160 nil 1 4 0 
180 015 O 114 6 
200 110 0 25 2 
250 Sv 6 3814 6 
300 5 5 0 S 1-4 
350 T BUG T 23-10 
400 900 9 0 6 
500 13 5 0 13: 2 
600 i8 0 0 1710 2 
700 23 15 O 22 3 8 
800 30 0 O ay 1:30 
900 83 15 0O 382 4 2 
1,000 87 10 0O 37 10 0 


If the lowering of the exemption figure were not considered 
possible, then for incomes below £400 we could retain the older 
method. Reasons for the lowering of the exemption figure to 
£100, and for the adoption of the £100 income-unit are given in 
a footnote.! 


1 The writer had himself contemplated and worked out a system on the basis of 
a £160 income-unit ; it is, of course, possible, but in view of its practical difficulties 
it was abandoned in favour of the £100 unit. The main objections are two in 
number : first, it involves an additional step in calculation. In the case of the £100 
unit, the number of income-units is known by inspection, while the £160 require 
calculation. Simplicity in these matters counts for much. Secondly—-and this is 
of more weight—the full tax-unit would, in case of the £160 income-unit, not be 
exigible below the figure of £1,600; in order therefore to produce the same yield 
from an income, say of £1,000, the denomination of the tax-unit would have to be 
raised by about one-third; e.g., the 9d. tax-unit on the £100 basis would be 
equivalent in yield to a 1s, tax-unit on the £160 basis. The £100 unit would involve 
no change in the present denomination of ‘‘ normal” tax, while the £160 unit would 
raise it ; people would fail to realise that the raised denomination did not mean 
a raised tax; the resulting unpopularity would react on the Chancellor; thus 
a good scheme would be in danger of shipwreck owing to a fault of detail. 

If we assume that the £160 exemption limit must be maintained, it would be far 
better to do so by the modification of the lower end of the curve, as above suggested, 
than by the raising of the income-unit; this could be readily effected by simply 
abating £160 on all incomes below £400 and charging the full tax-unit on the 
remainder. 

The writer himself would approve of the £100 exemption limit, and that for two 
chief reasons :— 

1. £100 is an income which in fact under present conditions of indirect taxation 
makes decent living practicable. Under this system £100 is exempt, and the tax 
rises very gradually up to about £1 on an income of £150. 

2. The number of electors with incomes between £100 and £160 is very great; 
these electors largely determine the taxes to be imposed on the more well-to-do, and 
it is an ugly thing that taxes, largely in the interests of the poor, should be imposed 
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Having now dealt with the first two groups of our curve, we 
pass on to the third, which affects incomes of above £10,000. 
Here it will be seen that the new curve rises above the old rates, 
while the old rates become practically level after £20,000. The 
incomes here referred to are very large, and their taxation by the 
new method, at least up to £100,000, does not seem excessive.’ 
An income, for instance, of £100,000 is charged at 3 times the 
tax-unit, instead of 2°2 times, as before. 

Such, then, is a brief review of the rate-incidence under the 
proposed logarithmic plan. 

It may be suggested that the excellent correspondence of the 
proposed rate-incidence with that now in force, is dependent on 
the choice of an income-unit of £100; that an income-unit of 
£80 or of £160 would alter widely the whole aspect of affairs. 


by the poor on the rich, themselves bearing no portion of the burden. As the 
Income Tax looms larger in our scheme of national revenue, so will this state 
of affairs become more dangerous. ‘‘In no other European country,” says the 
Spectator (May 28th, 1910, p. 869) ‘‘ are the mass of electors so completely exempted 
from (direct) taxation as in the United Kingdom. In Prussia the Income Tax 
is levied on all incomes above £45 a year; in some other states of Germany, the 
limit is as low as £20 a year, and in some Swiss cantons there is no lower limit at 
all. . . . The moral effect of bringing home to every elector the fact that he has 
himself to pay taxes is worth a very great deal of administrative expenditure.” 
Again (January 28th, 1911, p. 138) ‘‘ The political tune in this country is no longer 
called by the tax-payer but by the tax-eater . . . persons who pay no direct taxation 
and many of whom are under the impression that they pay no taxes at all. That, 
of course, is the Constitutional vice of indirect taxation.” And in view of the 
probable reduction or abolition of the sugar and tea duties, the writer adds: ‘‘In 
that event it will be roughly true that the majority of the electors of the kingdom 
will be subject to no compulsory tax at all. Yet on their votes will finally depend 
the determination of the expenditure of public money. Few people appear yet to 
have recognised the full gravity of this situation.” The truth which underlies such 
statements points clearly to the lowering of the exemptionjlimit ; and{such a lowering 
would, the writer thinks, cause little difficulty in the country, if presented as an 
integral part of a large system by which the poor shall be taxed according to his 
poverty, and the rich according to his wealth. Reference to the graph will clear 
the writer of any imputation of partiality towards the rich, and he desires to 
emphasise the lightness of the burden which would fall on incomes between £100 
and £160. 

1 The writer does not wish to seem lightly to pass over the heavy taxation which 
would thus fall on the few possessors of very large incomes. An income, for 
instance, of £1,000,000 would pay four times the tax-unit. Taxation above a 
certain limit—I do not know where that limit comes—would tend to produce 
a “Flight of Capital”; it is true enough that fixed or (so to speak) old capital 
cannot be removed from the country; but fluid or young capital can, and in the 
last resort can be followed by its owner. If, then, the above figure should seem to 
be too high, it may be necessary to set an upper limit to our curve, and to tax at 
the same rate all incomes above (say) £20,000. This may or may not be necessary, 
but as far as the exchequer is concerned the difference would not be very significant, 
since the difference in rate rises but very slowly and the number of incomes above 
£20,000 is small, The writer is inclined to think that no upper limit need be set, 
but it is possible that with fuller knowledge this opinion would be changed. 
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In fact, however, this is not so. It is true that on other grounds 
the writer would advocate strongly the adoption of the £100 
income-unit—grounds of practical and political expediency—but 
the adoption of some other income-unit would actually have a 
very small effect on the direction of the curve, allowing for the 
same yield to the Exchequer. 

We see how, then, the new scheme marches in close harmony 
with the old, the new curve being crossed and recrossed by the 
“steps” of the present scheme, till the two meet at about £12,000 ; 
after this point, the proposed system would very gradually rise 
to a higher figure than by the old method. In practical effect, if 
the scheme were adopted without modification, the owner of 
£100,000 a year would, at the 9d. tax-unit, be taxed 2s. 3d. in 
the £, and the owner of £1,000,000 a year, 3s. in the £. But 
if this system should seem to tax the rich to a high degree, it 
also gives them security that no arbitrary taxation shall be applied 
to their incomes; for, by this method, incomes of great size 
cannot be taxed without incomes of all grades bearing their 
due proportion. 

Furthermore, a balance of economic advantage is struck. It 
is economically disadvantageous that wealth should be distributed 
in a State with glaring disparity; therefore, the State, while 
permitting such disparity, is justified in exacting from the holders 
of great wealth a large insurance fee (if we may so call it) for 
security of tenure. Nor could it be suggested that such a system 
is moving in the direction of confiscation ; rather would it tend 
to prevent arbitrary depredation, giving both security to the 
income-holder and revenue to the State, thus securing, so to 
speak, both seed to the sower and bread to the eater. 

We have hitherto dealt with the proposed system theoretically ; 
let us now proceed to practical considerations. For the applica- 
tion of these principles, it is only necessary that each taxpayer 
should receive with his schedule a table showing the total tax 
to which various incomes are liable; about 75 incomes of 
different sizes would be tabulated, in the manner exemplified 
below ;1 from this he will see at a glance the amount of his tax, 


1 Specimens from table showing total tax exigible from owners of different 


incomes :— 
Total tax in £ and decimals at tax-unit of 


7 pee. 
Income. Units. Log. do. 9d. 10d. 11d. 12d, 13d. 14d. 15d. 
£ £ 


250 2°5 0:398 3°73 4°15 4:56 4°97 5°39 5:80 6°22 
750 75 0°875 24°61 27:35 30°08 32°81 35°55 8828 41:02 
2,250 225 1°352 114:09 126°77 139°44 152:12 164°8 177°47 190°15 
6,500 65:0 1°813 441°9 49095 54071 589°2 6383 687-4 736°5 
13,000 130°0 2:114 1,080°6 11451 1259°6 13741 14886 1603:1 17176 
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whatever the current tax-unit may be; if his income lies between 
any two points there tabulated, he can easily calculate his total 
tax by simple interpolation, without any use of logarithms. Such 
a calculation will not differ by more than a shilling or two in the 
large incomes, or in the case of the more modest incomes by a few 
pence, from the true tax calculated direct by logarithm ; since 
between any two consecutive points on the curve of rates the 
curve is very nearly a straight line. The difference is negligible ; 
a small benefit to this amount will accrue to the taxpayer if 
he calculates by the true method. But in case it should be 
gathered from these remarks that the logarithmic method is 
tedious or slow, it may be mentioned that the writer has himself 
tabulated over 500 income-tax totals in about four hours. 

Thus it is proposed to sweep away the fiction of a uniform 
rate, and to substitute for it a table of charges on various incomes 
according to a fixed principle. The coherence and simplicity 
of the new method are in sharp contrast to the multiplicity and 
complexity of the old. 

As to yield to the Exchequer. A table has been prepared, 
giving an estimate of the yield, as compared with the yield of 
the present rates. This table is based upon Mr. Chiozza Money’s 
estimate of the number of incomes of various sizes, as given in 
the Select Committee’s report (Blue-book, p. 64). As it was 
desired to ascend by thousands from £1,000 to £10,000, the figures 
were subdivided in approximation to the proportions found in 
Mr. Bowley’s calculations (p. 228). The table, thus arranged, 
gives an estimate of the yield according to the Budget of 
1909-1910, with a “normal tax” of 9d., and the yield of the 
same number of incomes on the proposed system, using a “tax- 
unit” of 9d. Returns are not given of incomes between £100 
and £160, as no numbers are available. A second estimate is 
given for the new system, on the supposition that (1) abatement 
of £160 were adhered to in respect of incomes below £400, and 
(2) that all incomes above £20,000 were charged at the same 
rate. Even under these circumstances there is a slight balance 
in favour of the proposed method; incidentally also, the 
Exchequer will gain, inasmuch as the stimulus to evasion, which 
at present operates, will no longer exist. 
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INCOME-TAX : COMPARATIVE YIELDS. 


Estimate of revenue (1) under the Budget of 1909-10, compared with (2) the 
roposed system of logarithmic proportion, both with and without modification :— 





No. of Average Old Scheme. 
Persons. income. Yield. New Unmodified. New Mocified. 
Thousands. £ £ £- £ 

214 180 160,500 369,150 160,500 
270 250 911,250 1,005,750 911,250 
126 350 897,750 899,766 897,750 
80 450 1,095,000 1,048, 480 1,048,480 
65 550 1,060,312 992,550 992,550 
55 650 1,206,550 1,089,825 1,089,825 
45 750 1,236,375 1,107,495 1,107,495 
35 850 1,115,625 1,036,875 1,036,875 
25 950 890,625 870,775 870,775 
86 1,500 4,837,500 5,689, 330 5,689,330 
25°5 2,500 3,187,500 3,341,954 3,341,954 
12 8,500 2,450,000 2,431,908 2,431,908 
7 4,500 1,837,500 1,952,860 1,952,860 
3°5 5,500 1,341,666 1,256,325 1,256,325 
2°4 6,500 1,120,000 1,060,555 1,060, 555 
16 7,500 880,000 843,777 843,777 
12 8,500 760,000 738,002 738,002 
0°8 9,500 573,330 563,651 563,651 
2°5 15,000 2,937,500 3,060,128 3,060,128 
1°5 35,000 4,375,000 5,008,634 4,530,153 
0°25 75,000 1,543,750 2,021,527 1,617,912 
Totals... £34, 417,733 £36,389,317 £35,202,055 


These totals do not take into account the higher charges on unearned income, 
which in each case would produce large additional revenue. The data as to the 
number of incomes of various sizes are only approximate ; our object, however, is to 
compare the yield of the two methods, not to give the absolute figures. With the 
increase of population, the number of taxpayers has probably advanced in the last 
ten years about 10 per cent., so that the figures vbove are probably an under- 
estimate at the present time. 


A 9d. tax-unit, then, will mean the same thing, both to the 
taxpayer and to the Chancellor, as the present “normal” tax 
of 9d., together with its paraphernalia of increased taxes, and 
supertax. Under the new system, however, if more money were 
required, the Chancellor would only have to raise the tax-unit, 
and everything else would work automatically ; the yield of each 
penny would be £4,000,000. 

Now we pass to the consideration of the question of the 
treatment of unearned income under the proposed system. It 
is of great importance, as it involves a large amount of additional 
revenue. 

Practical considerations demand that a fixed rate should be 
charged at source on all unearned income; and here it appears 
that practical considerations must weigh against all others. How 
then can these two methods be combined? Fortunately, it does 
not appear to be difficult. At present we may say that unearned 
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income is charged half as much again as earned income. This 
does, indeed, seem an excessive disproportion, but we must argue 
on the basis of present taxation. The plan then is, that each man 
should declare his total income from all sources; then for the 
earned portion he will be taxed at the rate indicated on the table, 
or graph, corresponding to his total income; while for the un- 
earned portion, the full “unearned” rate will be deducted at 
source. In order to give remission to incomes of small amount, 
a linear digression might be introduced, starting from £500, and 
reaching zero at £100.! But the total of a man’s income will 
decide the rate of his tax on earned income in all cases. To give 
an example; take a person whose total income is £800, £500 
earned, and £300 unearned; he is then taxed at source on £300 
at the rate current for unearned income, while on £500 he is 
charged at that rate on the logarithmic curve which obtains for 
a total income of £800 ; the amount of tax for this £500 will be 8 of 
the amount given in the table for £800. Those persons whose total 
income-rate is higher than the “unearned” rate—i.e., whose 
income exceeds £3,300—will pay the tax for their total income, as 
represented on the curve, simply deducting the amount which has 
been collected at source. 

Enough has now been said to indicate the lines along which 
the system proposed could be combined with the levy of a fixed 
rate on unearned incomes. The reason for adhering to a fixed 
rate for unearned income is not logic but necessity. The flat rate on 
unearned income cannot be abolished, unless we are prepared 
either to do away with collection at source, or to institute a 
costly and laborious process of repayment to taxpayers of part 
of what they have already paid at source. Neither of these courses 
appears at present to be practicable. It is not, however, imprac- 
ticable to combine the two methods of taxation in the manner 
above indicated. 

To gather up, then, the main points of what has been said : 
the system of taxing incomes in logarithmic proportion, with an 
income-unit of £100, and a tax-unit varying with requirements, 
would introduce order into our present disorderly scheme ; it would 
tax incomes, broadly speaking, in a similar proportion to that now in 
force, but without the incentives to evasion which the present steps 
supply. If the system should be thought to act too harshly towards 


1 This linear digression is the merest suggestion. It would mean that the owner 
of an income of less than £500 in all would be entitled to a rebate; of the tax 


already paid at source, he would recover the fraction ae where x is the total 





income in pounds, 
No. 83.—VoL. XXI. DD 
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the very lowest or the very highest grades of income (a point which 
is open to question), these difficulties can be readily overcome. 
The total return to the Exchequer would be the same or slightly 
greater than at present, using the same figure of tax-unit as 
the present normal tax. The system could be readily understood 
by the circulation of suitable tables, with the schedules, whereby 
each man would see at once the amount of his tax. A permanent 
proportion would be established between the taxation of rich 
and poor, to the great advantage of both. Not least, because 
last, the Finance Ministers of the future would bless a system 
which only left them to settle what should be the tax-unit for 
the year; knowing that every penny added would mean an ad- 
ditional revenue of £4,000,000. 


ESstTATE-Doty. 


If we have need of system in the matter of income-tax, we 
have no less need of it in the matter of estate-duty. And if the 
system here propounded is applicable to the complex subject of 
income-tax, it is a fortiori applicable to the less complex but no 
less important subject of estate-duties. The two subjects are 
closely allied; for, in its inception, estate-duty was regarded as 
a@ form of deferred income-tax, on the assumption that the 
income-holder had not, under the older system of income- 
tax, paid a high enough proportion of his income during 
life. If this hypothesis be maintained, then, under a new 
and juster system of income-tax, there is no case at all 
for estate-duties. But, in truth, we can no longer pretend 
that in estate-duty the deceased person is paying additional dues 
to the State, before the heirs enter upon their inheritance; we 
must plainly say that the heir is obliged to pay such and such 
a proportion of his inherited wealth to the State for his security 
of inheritance; we must, in short, admit a complete theoretic 
independence between income-tax and estate-duty. Neverthe- 
less, since both forms of tax directly affect the same properties, 
the principle of taxation should be the same in each case. In the 
application of such a principle, however, we must bear in mind 
the distinction between income and capital. The distinction is 
not, of course, absolute, either in the individual or the national 
sense ; but neither is it without serious significance; it is at the 
least certain that the annual inroad of the Chancellor of the 
Exchequer upon the national capital should not be allowed to 
rise above a certain limit. The fixation of this limit is difficult ; 
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but in practice it could be effected by adopting a settled system 
of estate-duties on a sound basis, to extend over a large number 
of years. The iniquity of varying the amount of estate-duties 
every two or three years is apparent. This form of tax obtains 
circulation once only every thirty years; its frequent shifting 
is transparently inequitable. Make estate-duty high if necessary ; 
place it in the hands of the Chancellor as a stable source of 
revenue—of large volume, if you please; but let it not be ex- 
pansible at his annual will. 

The same system as has been advocated for the taxation of 
incomes is immediately and without reservation applicable to 
the taxation of inherited estates. 

Let the unit, as before, be £100. Then, an estate of £1,000 
will, as is the case of incomes, pay the whole tax-unit (since 
log. 10 is 1). Then, if we fix 3 per cent. as the tax-unit, an 
estate of £1,000 will pay £30. Estates of £10,000 will be taxed 
at twice that rate (total £600), and estates of £100,000 at three 
times the same rate (total £9,000); estates of £1,000,000 would 
sacrifice £120,000; and so on, in each case according to the 
number of estate-units involved. 

The accompanying graph illustrates the rate-incidence which 
would result from this system on the basis of a 3 per cent. tax- 
unit, and compares it with the incidence which obtains at present. 
The curve is, in fact, continuous throughout, as already explained 
in the case of income-tax. It will be noticed that the exemption 
limit is the same as at present. The 3 per cent. tax-unit is 
adopted because it corresponds in its results, more closely than 
any other figure, with the scheme now in force. The comparison 
made in the graph suggests—what to the writer’s mind is true— 
that the present arrangement falls with undue severity on the 
higher as compared with the lower sizes of estates. As with the 
income-tax, a table is easily prepared, showing the proportion 
of tax-unit exigible from estates of different sizes, and the total 
amounts which each would pay on the 3 per cent. basis. As in 
the case of incomes, intermediate figures could be calculated, if 
desired, by simple interpolation. 

The method of graduation at present in force is peculiarly 
irritating in the case of estate-duties, where the bare over- 
steppage of any limiting sum involves additional loss of 1 per 
cent. of the whole estate. The result of this, moreover, is loss 
also to the Exchequer; for, as Mr. Money says, “The step is 
so big that people bring themselves just under the step.” The 


proposed system entirely eliminates steps, with their evil results. 
DD 2 
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Let me repeat that the logarithmic system is immediately 
and without modification applicable to estate-duties, from the 
top of the scale to the bottom ; it would be just in its incidence, 
and satisfactory in its yield; and every Government in power 
would reap the advantages which always flow from a general 
sense of confidence and security. 


DovucLaAs WHITE 











A GOLD CURRENCY FOR INDIA. 


A FEW years ago if there was any point on which Indian pub- 
licists were unanimous, it was that a gold currency for India was 
“an empty dream ” ; the country was poor ; the payments were too 
small for gold to be used. Of course, the idea that lay at the 
bottom of these arguments was a comparison between the gold- 
using India of old and the drained and impoverished India (as 
they conceived her) of to-day. It is not a little interesting that 
these arguments have very generally been forgotten; and that 
the Indian press is rather disposed to blame Government as being 
over-slow to take action on the proposal of Sir Vithaldas 
Thackersey at the last Budget Debate. But India is so great, 
her population so vast, the conditions that prevail in her provinces 
so diverse, that it is always extremely difficult to discover what 
is or is not true of India as a whole. And this, unfortunately, 
applies to currency, problems as well as to other perplexing 
questions. Sir Vithaldas Thackersey proposes simply that 
Government should open the Mints to gold, to all appearances 
an unambitious, uncompromising step—no more than the Fowler 
Commission anticipated as the ultimate outcome of the existing 
Gold Standard Exchange system. But the reasons that are 
adduced for taking this step at the present time are not so con- 
clusive as one would desire. It is said, for example, that the 
heavy imports of gold (amounting in 1909-10 to £16% millions, 
and in the first nine months of 1910-11 to nearly £10 millions) 
show positively that the time has come for the establishment of 
a gold currency. But against this it is to be noted that the imports 
of gold bullion have always been considerable, amounting on the 
average of the last five years to more than half, and in the nine 
months quoted to two-thirds of the total gold imports. If there 
had been in India any great desire to use gold coins, sovereigns 
would have been brought in instead of bars. So far as it goes, 
this seems to point to the conclusion that gold would not be 
brought in considerable quantities to the Mints, even though 
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they were opened to that metal. Another alleged reason is that 
sovereigns are actually being used in daily transactions. The 
manager of an important railway is stated on good authority to 
have said that 20 per cent. of the Company’s cash takings con- 
sisted of gold, even at times when there was no tourist traffic 
worth considering. But this tendency to use sovereigns as money, 
so far as it actually exists, is certainly not yet a general pheno- 
menon. It is certain that sovereigns are still desired in many 
quarters, not as money but as metal. Many Indian servants of 
Government desire and obtain a part of their monthly salaries 
in gold; and these coins certainly are converted into jewellery 
for themselves and their families. Besides this, it is also true 
that last year the heavy imports of gold rendered the drawings 
of the Secretary of State smaller than they would otherwise have 
been. That diminished the issues of rupees from the Treasuries, 
and may thus have caused a temporary shortage of coin, which 
was relieved by the perhaps equally temporary use of sovereigns 
in cash transactions. | 

So far as observed facts go, the demand for gold coin is 
possible, but its reality and its permanence can hardly yet be 
held as proved. That being so, we must fall back on theory, and 
there are reasons for expecting the sovereign not to circulate 
with the facility of the rupee. Since both coins are legal tender 
to any amount, Gresham’s Law may be expected to operate. 
The rupee is nominally so much over-valued that Indians would 
naturally tend to pay out rupees rather than sovereigns where 
they have an equal choice. The sovereign has the same nominal 
and intrinsic value; but the nominal value of the rupee is 30 per 
cent. higher than its worth as metal. Under those circumstances 
all who regard money as a store of wealth rather than as a medium 
of exchange would hold all the sovereigns they received and 
discharge their debts so far as possible in rupees. Hence a 
constant tendency of sovereigns to disappear from circulation. 

Ascertainable facts, therefore, do not prove that desire to 
carry gold to the Mints which Sir Vithaldas Thackersey’s proposal 
takes for granted; while theoretical considerations lead us to 
expect that gold coins will not circulate freely so long as there 
exists a sufficient supply of rupees. As it stands, the proposal 
appears inadequate to bring about that circulation of gold which 
is represented as its object. 

It is possible, however, to supplement this proposal so as 
to give it a much greater probability of success. The leading 
Bombay journal, The Times of India, has very strongly urged 
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the restriction of the Secretary of State’s drawings to the amount 
required to meet the Home charges. This is heroic counsel in 
a Bombay newspaper, for Bombay is highly sensitive to anything 
which might upset the silver market. If this course were adopted 
it would infallibly mean the reduction of silver coinage to an 
insignificant amount—the whole idea being to exchange the 
present issues of silver by Government for the importation of 
gold by the public. What precise effect would be produced by 
the withdrawal of the Secretary of State from the silver market 
is hard to say. But it would probably bring about much more 
serious results than the Silver Duty imposed last year by the 
Government of India. That duty, however, is still denounced in 
the bitterest terms by the Bombay press. 

But let us suppose that, in spite of Bombay interests, the 
proposed supplement to Sir Vithaldas Thackersey’s proposal were 
carried into effect. It is not a little unfortunate that the exact 
consequences defy anticipation. Nobody can say with certainty 
that this would really bring a large quantity of gold into active 
circulation. Those who prophesy most confidently are, perhaps, 
guided more by their hopes than by their reason ; and the matter 
is far too important for hasty or ill-considered action. No doubt 
the suspension of silver coinage would create a tendency in favour 
of using gold. But who knows to what extent it would operate? 
Unless further issues of currency notes were to be forbidden 
as well, it would encourage their use as well as the use of gold. 
But to refuse further issues of currency notes is much too retro- 
grade a step to be taken. They are used extensively for remit- 
tances from one district to another; and afford an exceedingly 
cheap and easy way of making those remittances. Their use 
is on the increase, and such a step as checking issues of rupees 
would further extend it. Again, the situation that would be thus 
created could not be entirely stable. So long as money was in 
active demand, gold coins would doubtless circulate; but every 
year during the Monsoon there is a slackening in the demand for 
money ; the rate of discount regularly declines by two or three 
per cent.; and the sovereigns then as now would be in great 
danger of disappearance. The stock of rupees does not diminish 
now; no one is so foolish as to melt them down; but the stock 
of sovereigns would always be a diminishing quantity. To main- 
tain it would need unceasing supplies from abroad; and if, as 
would beyond doubt happen, the currency requirements of India 
increased, more and more supplies, out of proportion to the real 
need, would be required. It is, indeed, doubtful whether the 
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sovereign would ever be moderately safe in India unless it were 
made sole legal tender for all debts of, say, Rs. 100 and upwards. 
But that would be impossible until the amount of current gold 
was very large indeed. Before that point was reached there 
would be a lengthy period of practical bimetallism, the evils of 
which would be exaggerated by the token-character of the rupee. 
What would take place during that period is difficult to forecast, 
since everything would depend upon the extent to which 
sovereigns disappeared from circulation. 

As a matter of fact, that point forms the crux of all Indian 
monetary problems. Token coins circulate safely enough, be- 
cause they are not worth melting. But sovereigns come under 
a different category. I do not think anyone doubts whether 
sovereigns would be liable to hoarding—the only doubtful thing 
is the extent to which they would be so liable, and that is a 
question to which few are competent to answer. Now so far 
as hoarding became more active owing to the reduction of rupee 
issues and the substitution for them of sovereigns, thus far the 
change would not be beneficial to India. It would tend con- 
stantly to reduce prices by continually withdrawing coins from 
circulation. That would again lead to an encouragement of 
exports, a discouragement of imports, and consequently an 
accentuation of the import of gold and increased facilities for 
further hoarding. Crescit indulgens sibi dirus hydrops! For 
there is no definite limit that can be set to hoarding. Other 
tendencies may be trusted, as a rule, to satisfy themselves; but 
hoarding does not, and is a case in which the law of the decreasing 
value of successive increments seems either inoperative or of 
exceedingly slow operation. 

It is, therefore, not so clear as the advocates of a gold currency 
profess, that all the advantages would be on the side of its 
introduction. Although the precious metals have been flowing 
into India for ages, in the times of Roman and of Venetian great- 
ness by the overland route, in the time of the East India Com- 
panies by the Cape of Good Hope route, in modern times by the 
Suez Canal route, the accumulations have not been used to 
finance Indian trade; and it is still open to question at what 
period India will learn to use gold instead of wearing it. After 
all, it is no sign of hostility to India to wish that the temptation 
to hoard may so far as possible be weakened. India will never 
grow rich by the mere accumulation of gold ; and when we judge 
the matter fairly and candidly it is hard to see where the Gold 
Standard Exchange system has failed to satisfy the present needs 
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of India. The only weak point is the small volume of the Gold 
Standard Reserve—at present considerably less than the amount 
—£25 ,000,000—which Sir Guy Fleetwood Wilson announced last 
year as the minimum of safety. But that is a weakness which time 
will certainly correct if the present policy is steadily continued. 
It is quite certain that the chief criticism which has been directed 
at the system is erroneous. It has frequently been said that, as 
matters stand, there is no method by which redundant coins can 
be withdrawn. But, after all, there is no such thing as an 
absolute redundancy of money. If the amount of coin circulating 
in the various countries of the world doubles in a given period, 
however short, it does not follow that there will be anywhere a re- 
dundancy of money. That is a relative thing, and can only arise 
when the circulating coin increases faster in one place than in 
another. Those who have asserted that the heavy coinage of rupees 
has produced redundancy, have never even attempted to show that 
the rate of increase in India has been greater than the general 
rate of increase in the world. If we consider the great extension 
in the use of money which has taken place in recent years in 
India, and the great increase of coinage, to say nothing about 
other forms of money, which has been taking place in every 
civilised country in the world, we shall possibly be led to doubt 
whether the growth in India has been greater, and whether any 
real redundancy has existed. It certainly was not proved by the 
fall of the exchange in 1908, because that was due to an alteration 
in the normal balance of trade owing to a bad season and short 
exports. But even if it should come into existence in the future, 
that would set up the same tendencies and operate in the same 
way as it does even in gold-using countries. In both cases the 
course of the exchange provides a means of drawing off redundant 
coin. It is quite clear that when the currency becomes exces- 
sive, it will tend to accumulate in the banks, reduce the current 
rates of discount, and so give bankers grounds for remitting money 
wherever there may be a greater demand. That produces a 
fall of the exchange, and in India necessitates the sale of sterling 
Bills on London. If it is said that banks in India are not powerful 
enough to draw off the surplus currency, it still remains true 
that prices will tend to rise, leading to diminished exports, and 
hence to a fall of exchange. Either way, there is a means, a 
certain means, of withdrawing money from India when it 
becomes redundant, by way of the exchange forcing Government 
to sell bills on London. Even in gold-using countries the move- 
ments of money follow exactly the same laws. The only difference 
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between India and England in this respect is that in the latter 
case gold itself is shipped abroad; in the former case rupees 
accumulate in the Government Reserves owing to the sale of 
bills, and ipso facto release sovereigns held for that purpose in 
London. Hither process is due to the same cause and produces 
the same results. The alleged defects in the existing system 
are not, then, adequate in themselves to justify a new departure 
which is not otherwise necessary. 

To sum up, the case for a gold currency in India stands thus :— 
The demand for a gold coin is not proved; the use of sovereigns 
may have increased, but we have no means of testing at present 
whether the increase is real or permanent; it is uncertain to 
what extent the import or issue of gold coins would encourage 
hoarding, but to some extent it certainly would encourage it; 
however, it is important to discourage hoarding, and the existing 
system does that in the most effective way; the chief objection 
that has been raised to the present system is founded on a mis- 
understanding of the facts, and the weakest point, the security 
for the maintenance of the exchange, will, given normal seasons, 
become very much stronger. On the other hand, if a series of 
bad seasons should occur, no gold would flow into India, and 
whatever system were adopted it would have no effect in pro- 
tecting the rupee farther than it is already protected. All these 
points considered, it is questionable whether the time is yet ripe 
for the establishment of a gold currency in India. 

H. DoDWELL 
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The Purchasing Power of Money: Its Determination and Relation 
to Credit, Interest, and Crisis. By Irvinac FIsHER, assisted 
by Harry G. Brown. (New York : The Macmillan Company. 
1911. Pp. xxii.+505. 12s. 6d. net.) 


THE state of monetary theory and the literature of it in 
England present a remarkable contrast to their development in 
the United States. For nearly twenty years past, in fact since 
the close of the bimetallic debate, no substantial contribution 
to this subject has been published in England. In America, on 
the other hand, stimulated perhaps by the longer continuance of 
political controversy on monetary matters, the literary output 
has never ceased to be considerable. The silence of English 
economists of established reputation can be partly explained by 
the large measure of agreement on these matters which seems at 
the present time to exist amongst them ; whereas discussions in 
America have shown such very wide divergencies of opinion that 
Professor Fisher has declared in his preface that “it has seemed 
to him a scandal that academic economists have, through 
outside clamour, been led into disagreements over the funda- 
mental propositions concerning money.” But this silence on the 
part of English economists, who have made no use of the advan- 
tage over their American colleagues which freedom from political 
controversy has given them, has greatly hindered the progress 
of the science, and the strange position has been reached that the 
theory of money, as it has been ordinarily understood and taught 
by academic economists in England for some time past, is con- 
siderably in advance of any published account of it. It is hardly 
an exaggeration to say that monetary theory, in its most accurate 
form, has become in England a matter of oral tradition. These 
preliminary remarks are necessary in order to explain that it is 
from the standpoint of this oral tradition, rather than from that 
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of any printed book, that an English economist must approach 
Professor Fisher’s very important contribution to the subject. 

Professor Fisher’s book is marked, as all his books are, by 
extreme lucidity and brilliance of statement. It is original, sug- 
gestive, and, on the whole, accurate; and it supplies a better 
exposition of monetary theory than is available elsewhere. In 
reviewing for THE Economic JouRNAL a book of this type, which 
is likely to be read by all serious students of the subject with 
which it deals, it would be a waste of time to attempt a systematic 
summary of the contents. I propose, therefore, to devote all the 
rest of my space to a criticism of those parts of Professor Fisher’s 
theory which seem to me weakest, without at all intending to 
disparage the volume as a whole. 

The most serious defect in Professor Fisher’s doctrine is to 
be found in his account of the mode by which through transitional 
stages an influx of new money affects prices. The following is an 
abbreviated account (in his own words, though the italics 
are mine) of the theory which he presents in Chapter IV. :— 
Let us begin by assuming a slight initial disturbance such 
as would be produced by an increase in the quantity of 
gold. This, through the equation of exchange, will cause 
a rise of prices. As prices rise, profits of business men, 
measured in money, will rise also, because the rate of interest 
which they have to pay will not adjust itself immediately. 
Consequently they are encouraged to expand their business by 
increasing their borrowings. These borrowings are mostly in the 
form of short-time loans from banks; and short-time loans en- 
gender deposits. This extension of deposit currency tends further 
to raise the general level of prices, just as the increase of gold 
raised it in the first place. Further, the rise in prices will 
accelerate the circulation of money. Evidently the expansion 
coming from this cycle of causes cannot proceed for ever. The 
check upon its continued operation lies in the rate of interest. 
The rise in interest, though belated, is progressive, and, as soon 
as it overtakes the rate of rise in prices, the whole situation is 
changed. There are also other forces placing a limitation on 
further expansioy of deposit currency and introducing a tendency 
to contraction. Not only is the amount of deposit currency 
limited both by law and by prudence to a certain maximum 
multiple of the amount of bank reserves; but bank reserves 
are themselves limited by the amount of money available for use 


as reserves. 
Now, as an account of the manner in which new gold affects 
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prices, the above seems to me incomplete and inadequate. It 
partially explains how, when prices have been raised by new 
gold, equilibrium is reached again. But Professor Fisher never 
explains clearly how new gold raises prices in the first instance, 
and is content with showing by the quantity theory that new 
gold must raise them somtehow. There is, of course, no single 
explanation suited to all times and places, but the general outlines 
of the theory have been indicated by Dr. Marshall in his evidence ! 
before the Gold and Silver Commission in 1887, and before the 
Indian Currency Committee in 1898. There is no space in which 
to go into this explanation here. Briefly, on account of the influx 
of new gold, which strengthens their reserves, bankers lend more 
freely ; it is this ease of borrowing which first induces merchants 
and speculators to increase their purchases, and it is this increased 
demand on their part which raises the level of prices. Professor 
Fisher neglects altogether this first stage of the yprocess, and 
seems to suggest that, when new gold has been issued, prices 
rise automatically by a sort of natural magic. As an account of 
the subsequent stages, Professor Fisher’s theory, though possibly 
expounded too emphatically from the standpoint of interest, can 
be accepted. But one important cause of the reaction he neglects 
—namely, the flow of gold out of the banks—thus reducing their 
willingness to lend—for use in the payment of wages and for 
retail purchases, upon the money cost of which the rise of business 
profits and of wholesale prices must eventually react. This is 
an extremely vital factor in the situation. Two other minor 
points may be touched on before we leave this part of Professor 
Fisher’s book. Firstly, he somewhat exaggerates the fixity of 
the ratio between bank reserves and bank deposits. In America, 
on account of the legal requirements, variations in the ratio may 
be relatively small. But elsewhere, even over comparatively 
long periods, the fluctuations are, surely, considerable. 
Secondly, he greatly exaggerates the fixity of the ratio between 
cash transactions and cheque transactions, in support of which 
he adduces no sufficient evidence. It is largely because he thinks 
that these fixities of ratio are automatically preserved (see 
Chapter IV. and p. 156), that he is led to speak as if an increase 
of gold automatically raised prices. These tendencies certainly 
lie behind the actual process, but no account is complete which 


1 Professor Fisher’s book contains no reference to this evidence, which constitutes 
the most important contribution to monetary theory published in England since 
the time of Ricardo, and there seems good reason to suppose that he is not 
acquainted with it. 
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is content with showing that prices must ‘necessarily and 
mathematically ” rise and omits to describe in what manner the 
tendencies realise themselves. 

The treatment of index numbers is Professor Fisher’s next 
topic. He has very conveniently expressed the equation of 
exchange in the form— 

MV+M'V'=XpQ, 

where M is the amount of money in active circulation, M’ the 
amount of bank deposits subject to transfer by cheque, V andV’ 
their average velocities of circulation, Q the volume exchanged 
of a given type of goods, and p its price of exchange. He then 
endeavours to convert the expression =pQ into the form PT, 
where 7’ measures the volume of trade, and P is an index number 
expressing the price level at which this trade is carried on. There 
is no uniquely correct method of expressing P and T’, but Professor 
Fisher argues with ability that the most convenient procedure is 
to regard T as the number of units of goods sold of all kinds, 
each unit being of an amount worth a dollar at the prices of the 
base year, and to regard P as the ratio of the average price in 
any year to the average price in the base year, the prices being 
weighted in both cases by reference to the number of units sold 
in the year in question (i.e., T=XpQ and P==ZpQ+ > pMQ, 
where Po represents the price in the base year). P, calculated 
in this manner, may be termed the index number of ex- 
change. Professor Fisher then seeks to show that this index 
number is also the most convenient as a measure of exchange 
value for the purpose of contracts and deferred payments. In 
this argument, as also in the statistical verification of later 
chapters, he seems to overlook the fact that in the index number, 
which arises out of the equation of exchange, articles have im- 
portance in proportion to the number of times they change hands. 
Services or articles, for which the immediate consumer pays the 
original producer directly or at but a few removes, have an in- 
significant effect on this index number, as compared with articles 
which pass through a great number of hands and are the subject 
of a great number of exchanges before they reach their ultimate 
destination. An index number, weighted in this fashion, seems 
obviously useless for any purposes except those of monetary 
theory. 

After a careful discussion of his fundamental equation of ex- 
change, MV +M’'V'=PT, Professor Fisher endeavours to deter- 
mine statistically the magnitude of each of its terms for the 
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United States. For the calculation of the terms on the left-hand 
side statistics seem to exist (to which there is nothing correspond- 
ing in England) which have made it possible to arrive at 
reasonably accurate estimates. The method for the determination 
of V, the velocity of money from hand to hand, is particularly 
ingenious. But when Professor Fisher comes to the separate 
determination of P and T, he is content to publish what seem to 
the present reviewer to be unscientific guesses of the wildest char- 
acter. For the calculation of T he begins, reasonably enough, 
by taking a selection of articles only, and forms preliminary index 
numbers of (i) 44 articles of wholesale trade, (ii) the volume of 
foreign trade, and (ili) the sales of Stock Exchange securities. 
To (i) he gives the weight 20, to (ii) 3, and to (iii) 1. This choice 
of weights seems to be founded on little evidence. They are, 
Professor Fisher admits, “merely matters of opinion,” but he 
defends his procedure by the surprising statement_that “as is 
well known, wide differences in systems of weighting make only 
slight differences in the final averages.” The conditions for the 
application of the theorem published by Professor Edgeworth in 
the report to the British Association on Index Numbers have 
often been misapprehended, but seldom to the extent of applying 
it to a case where three quantities only are the subject of weight- 
ing. If Professor Fisher will, as an empirical test, try another 
set of weights, he is likely to find wide discrepancies in the final 
results. The index number thus reached is further modified by 
reference to the volume of goods traffic and the business of the 
Post Office. No attempt is made to estimate the number of 
cheques to which a given article gives rise or to weight it 
accordingly, and it seems to be forgotten that, for the purposes 
of the equation of exchange, the importance of an article depends 
upon this. The sale of securities, for example, must give 
rise to a volume of cheques at least three or four times 
the value of the securities, and it seems hardly reasonable 
to suppose that only 4 per cent. of the aggregate value 
of cheques drawn annually arises out of sales of securities. 
When we come to the calculation of P we find that wages 
are reckoned in, and that an entirely new set of weights 
has been introduced. Wholesale commodities are now weighted 
only 10 times as heavily as stocks, instead of, as in the calculation 
of T, 20 times as heavily. If there is a theoretical reason for this, 
it is not explained. Professor Fisher’s theory, that the weights 
employed in compiling an index number seldom affect the result, 
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naturally leads him to think that an index number made for one 
purpose is equally suitable for another, and that the method of 
compilation can be safely determined by considerations of taste 
and convenience. 

A considerable part of the book is occupied with analogies by 
means of mechanical models and with mathematical appendices. 
There may possibly be a class of readers for whom the former 
make matters clearer, but some of the mathematical appendices 
can hardly assist any readers except those who feel a special 
confidence in a proposition which is expressed algebraically. In 
the long appendix on index numbers, in which marks for different 
kinds of merit are given to 44 different formule, it seems a 
waste of time to have demonstrated the unsuitability of numerous 
expressions which have never previously been suggested, far less 
advocated, by anyone. 

I have left myself no space to refer, except very briefly, to 
Professor Fisher’s admirable proposal for an international cur- 
rency, based upon a combination of a tabular standard and a gold- 
exchange standard. The main outlines of his scheme seem to 
deserve very careful consideration, and if he can revive general 
interest in such proposals he will have done a great service to the 
progress of monetary reform. 

J. M. KEYNES 


Emplois Industriels des Métaux Précieux: Etude Economique 
et Juridique. Par ANDRE TouzeT. (Large 8vo. Pp. 
696+xxix. Paris: V. Giard et E. Briére. 1911. Price 
12 francs 50 centimes.) 


From the description of this elaborate treatise supplied on its 
title-page it will be evident that the economist can claim no mono- 
poly of interest in the copious information given by its industrious 
author. Indeed, while the third section of the volume is devoted to 
a critical inquiry, with which the lawyer is chiefly concerned, into 
the legislation affecting the precious metals, and above all, in 
particular detail, into the French “loi de Brumaire” and its suc- 
cessors, the fourth and concluding section, which, with the third, 
occupies about three-quarters of the space of the entire work, 
consists of an account, of necessity largely technical, of the 
manufacturing systems and the trade conditions of those whose 
business it is to deal with, or work upon, the precious metals. 
With some of this information, nevertheless, the economist qua 
economist may with advantage gain an acquaintance; and no- 
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where else, we imagine, will he find that he can acquire his 
knowledge with so much ease and with so little serious misgiving 
about its authenticity. He may, perchance, regard it as 
somewhat of a ‘‘curiosa felicitas” that France and Germany 
are the chief seats of manufacture, and the Swiss are already, 
as a good third in the race, promising to dispute with the Germans 
at some future date the pre-eminence hitherto secured by the 
artistic capacity of the French, and yet that London, with its large 
refiners, is the main channel through which the supplies of 
the materials reach the industrial agents who transform them 
into articles for sale or use. Such further particulars as M. Touzet 
has diligently collected here with regard to the scale of the 
various undertakings, to the modes of entering the trade, in 
which, as in other employments now, apprenticeship is apparently 
passing out of favour, and to the conditions of work and the rate 
of wages, fall within the sphere of economic investigation strictly 
so described. 

It is, however, in the first two sections of his monograph that 
the readers of THE EcoNOMIC JOURNAL will probably seek, and 
there that they will certainly find, data and reasoning which merit 
their close, continuous attention. For in his discussion of the 
amount of the industrial consumption of the precious metals, and 
in his estimate of the influence exerted by that use upon the 
purchasing-power of money, our author opens the alluring prospect 
of a solution of a vexed problem of crucial importance in 
monetary debates. But, alas! he is no more able than others 
who have preceded him to reach a definite reply to the baffling 
question he propounds. In effect, he asks whether or not the 
industrial use of the precious metals can be brought into clear, 
precise, and final relation with their monetary use, and we may 
thus be enabled to discern and gauge the respective weight to be 
attached to these two factors of the monetary situation. His 
conclusions, however, are mainly negative, although they demand, 
and, we believe that on the whole they will stand, close inspection. 

For he is unwilling to accept the traditional doctrine of “com- 
pensation,” as he styles it, by which a rise in the value of one, 
or other, or both, of the precious metals should lessen the demand 
for their industrial use, and therefore liberate a larger quantity 
for the competing use for monetary purposes, while a fall in their 
value, attended and expressed as it would be by a rise of prices, 
should operate per contra to deflect them from monetary to 
industrial employment. He holds that this hypothesis assumes 
a greater frequency, and postulates a larger facility, of conversion 
No. 83.—VOL. XXI EE 
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from coin to metal, or, vice versd, from an industrial to a monetary 
use, than are found to exist in actual fact. He maintains that 
the statistical evidence available does not support the contention 
fully, in the case of either gold or silver, although it may seem 
distinctly more favourable with regard to the cheaper and less 
valued metal of the two. The conditions surrounding gold are 
obviously more abnormal. And he even goes so far as to suggest 
that reasonings can be advanced which would conduct to a con- 
clusion the very opposite of that traditionally accepted. For when 
prices rise, ordinary folk have, it may be argued, less to spend 
upon such articles of luxury as the industrial products of the 
precious metals, while an inclination of human character, which 
is by no means unfamiliar, may conceivably enhance instead 
of diminishing the demand for such products, when, owing to their 
scarcity, they should become more valuable. 

To these disturbing possibilities the more constant, and not 
less considerable, difficulty must be added that the statistical 
evidence forthcoming on the industrial use of the precious metals 
is by no means satisfactory. We may, perhaps, draw from it 
with some assurance such broad conclusions as M. Touzet from 
time to time advances in the course of his argument. It may 
well be the case, for instance, that the recent huge increase in 
the output of the yellow metal has sensibly eased the strain 
previously put by its industrial consumption upon the reinforce- 
ment or enlargement of the monetary supply. But the attempt 
to express the relative proportions of the two uses in some con- 
venient fraction is not freed from disquieting ambiguity; and 
M. Touzet himself, after demonstrating the ease with which 
fallacious results can be deduced from the growth of the American 
figures, simply because they have become more comprehensive in 
the number and the range of the data that they include, and, 
after instituting some personal independent investigations of his 
own in different countries, where he has, with this object, ap- 
proached the actual manufacturers, finally himself employs, with 
all their imperfections, the first-named statistics, for lack of any 
other evidence of similar suitability or completeness. The 
Englishman will read without surprise, if with some shame, that 
our author’s application to English firms for private evidence 
has met with an unqualified discouraging rebuff. What, however, 
we would end by saying is that we feel tolerably sure that 
all that can be properly inferred from the material at hand 
has been obtained through the untiring diligence and the observant 
acumen of the writer of this study. Nor has he made an indis- 
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criminate or illegitimate use of the evidence at hiscommand. He 
has not forced its interpretation in any way; and his book can 
accordingly be recommended to students of monetary theory as a 
valuable, if it be not indeed an indispensable, addition to their 
library. The full bibliography alone appended to the essay is 


obviously of service. 
L. L. PRIcE 


Grants-in-Aid: a Criticism and a Proposal. By StpNEY WEBB. 
(Longmans, Green & Co.) 


Mr. WEBB, of course, could not write a bad book, nor a book 
without interest. In this case both the subject and the treatment 
are interesting, and much which Mr. Webb tells us is stimulating 
and suggestive. It is not surprising, too, to find from the preface 
that many inquiries have been addressed to Mr.-~Webb on the 
subject, so that he was driven almost to satisfy the demand for 
something on it. On the other hand, we are told that it was 
written under the pressure of other duties ; and there are internal 
evidences that that was so, else the form of the book, and the 
total impression it makes, might have been a little different, but 
not much so. As it is the book becomes one of the ways in which 
Mr. Webb would realise the grandiose plan which he formulated 
in his work on the Break-up of the Poor Law—the realisation, in 
fact, of the minority report from the Poor Law Commission. It 
is quite impossible to get away from this as one reads, and particu- 
larly when we observe the plan of the book, the author hastening 
to his favourite theme for the day, leaving little space for certain 
fiscal and economic aspects of the question, in his zeal to expose 
the administrative defects of the present, or to display how easily 
the grants might be manipulated usefully by Mr. Webb’s monster 
borough council, of many huge departments under that roof. 
That is a palpable defect of the work, and it is to be regretted that 
having put his hand to this work, which he is so competent to 
treat, Mr. Webb did not give us a more balanced treatment of 
the subject, paying more attention to the relations to local taxa- 
tion, the rateable property, and the incidence of the taxes and 
rates affected by this practice of making grants in aid of local 
funds. We may, indeed, be glad that such a volume has been 
issued, though many will fail utterly to occupy Mr. Webb’s 
position upon it with any comfort. 

For my part I do not attach such great and overwhelming 
importance to the administrative aspect of this question. It is 

EE 2 














402 THE ECONOMIC JOURNAL [SEPT. 


important without doubt, but chiefly at present as affording proof 
in extravagance that something is radically wrong with such 
grants as these. Nor do I hope to cure the vice of this adminis- 
tration by the creation of large local authorities, in which the 
local work of all kinds shall be centred. It is only just to Mr. 
Webb to say that he insists upon the importance of the conditions 
of the various grants. He insists further that the Central 
Authority, the Treasury, or the L.G.B., shall have power to judge 
of the efficient use of a grant, and to limit if or even withhold it, 
as the case may be. Without any intention of pleading for small 
local bodies, it may be pointed out that large local bodies will not 
be managed more, but less easily from Whitehall. Mr. Webb’s 
own experience of London’s County Council, to place Education 
in whose hands he worked hard, ought to go far to convince him 
that salvation from extravagance and bad administration is not 
to be found in his favourite plan of concentrating all local services 
under one local authority. The fact appears to be that Mr. Webb, 
by temperament and early experience, is enamoured of a bureau- 
cratic way of doing things, however much he appears to deprecate 
that in this book. Quis custodiet? The L.G.B. set to guard the 
L.C.C., magnified three or four times when Water, Poor Law, 
Health Service, and other matters are placed in its charge? Or 
even the case of Liverpool, Glasgow, Manchester, and Birming- 
ham, not to speak of the great County Councils, how shall we 
hope to find an adequate check kept, and a really good super- 
vision? Is it not much more probable, does not experience 
confirm this, that there would be an increasing tendency to shovel 
out the money without asking too many questions, especially of 
a powerful corporation? Happily, the chance of seeing Mr. 
Webb’s Moloch Corporations at work is very remote: all 
experience is against the wisdom of accepting that. I am very 
decidedly of opinion that Mr. Webb is wrong when he suggests 
that the chief want in regard to grants-in-aid is due administra- 
tion. It is characteristic of all Mr. Webb’s work, here and else- 
where, that it involves a large increase of public expenditure from 
the national funds. 

That brings me to the cardinal defect of Mr. Webb’s treatment 
of the subject—on the historical side. But before I make a few 
remarks upon it, let me give the scheme of his book. First, he 
asks what our Grants-in-Aid seem to be, and what they really are. 
Then, why have Grants-in-Aid at all? There follows how we 
distribute thirty millions a year in grants-in-aid. He next writes 
of the Grants-in-Aid to Poor Law Authorities, and follows up 




















1911] WEBB: GRANTS-IN-AID: A CRITICISM AND A PROPOSAL 403 


with the grants to the Local Education Authorities, winding up 
with the “Lines of Reform.” The defect I speak of may be 
traced throughout the book, it is in the point of view, as I say; 
but it may be traced conveniently in his definition of the 
Grant-in-Aid (p. 6) by which “an English administrator under- 
stands a subvention payable from the Exchequer of the United 
Kingdom to a local governing authority, in order to assist that 
authority in execution of some or all of its statutory duties.” 
I call attention to the last part of the sentence—“in order to,” 
&c. Is that an adequate account of what a grant-in-aid is? I 
fear it is defective, deliberately. Mr. Webb knows very well, no 
one better, that (p. 10) “the subvention from the National 
Exchequer represents a contribution from personal property and 
industrial incomes towards the cost of local government, which 
would otherwise have to be borne by the local rates on land and 
houses, and therefore, it is assumed, indirectly, in the long run, 
by the owners of the rentals of this real estate.” That is a 
satirical commentary on the definition when it says that these 
grants are “to assist that authority in execution of some or all of 
its statutory duties.” That is the purpose of the grants, is it? To 
assist the local powers to discharge their duties, to render better 
service! I know Mr. Webb would say that the service rendered 
is the thing ; and I agree; but that is not a true account of what 
these grants are in our public expenditure. Iam of opinion that, 
historically, the quotation from p. 10 is fairer and more true and 
candid. Mr. Webb in this chapter on—“‘ Why have grants-in-aid 
at all”—contends that they are necessary, indispensable ; 
(1) for any equitable mitigation of the inequalities of burden; 
(2) to secure effective authority for the necessary supervision and 
control of the National Government ; (3) to encourage the kind of 
expenditure most desirable in the interest of the community as a 
whole; and (4) to make it possible to attain to anything like a 
universal enforcement of the “National Minimum” that Parlia- 
ment has prescribed, p. 25. Now, Mr. Webb must be asked 
whether that was the reason why these grants, any of them, were 
made? Are not these the second and third thoughts by which 
they have been excused and defended ; and is not the “National 
Minimum” one of the excogitations of one of Mr. Webb’s 
sleepless nights? ‘The assistance sought by local authorities in 
the discharge of their duties was assistance in paying for the 
services in hand. Were not the typical men who manned the local 
authorities of sixty and seventy years ago owners of real estate 
and their farmers, many of the latter failing utterly to realise who 
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benefited by devices like a customs tariff on goods, or an 
Exchequer aid to rates; just as scores of farmers now fail to see 
the true and ultimate effect of the Agricultural Rates Act of 1896? 
Until 1840, the subjects of rating were somewhat indefinite, and 
practice varied greatly; but that Stroud case on stock-in-trade, 
before Lord Campbell, brought matters to a head, so that the 
Poor Rate Exemption Act, 1840, was passed, and has been re- 
newed annually to this day. That Act declares that profits shall 
not be rateable ; and in effect only immovable property has been 
rateable since. Have not such discussions as Sir Massey Lopes 
initiated in the “’sixties ’’ turned upon this matter, and were not 
these grants made by the friends of real property as a sort of 
compensation to them because their property only was rateable? 
The truth is that Mr. Webb confirms this position. Was good 
administration ever the governing motive when these grants were 
voted by Parliament? I have given proof how Mr. Webb is 
conscious of all this; but his book is so framed as to treat this 
aspect of the matter slightly and briefly, while he hurries forward 
to construct a bureaucratic theory of what might be done by 
means of Exchequer grants to local bodies. He knows they are 
wasteful, and have wasted ; and yet would undertake, Webb-like, 
to set up bodies who would work curatively, provided they were 
prodded by the L.G.B., even though they worked largely with 
money which they did not raise, and only have to spend to the 
satisfaction of an inspector or auditor ! 

But I do not want to let Mr. Webb off from the origin and 
motive of these Grants-in-Aid; for I regard his as a subtle mis- 
representation of the question as a whole. I turn to p. 29, where 
he quotes the Table of Grants-in-Aid from the Finance Accounts 
of 1908-9. Let us look at the items. They total up to 
£11,153,910; and do not include the Education Grants, and 
several others. What about the Local Taxation Licences, the 
Estate Duty, and the Customs and Excise Duties (the so-called 
“Whiskey Money ”)—are they not sums which are given indis- 
criminately to ease the rates in localities? Was there much 
pretence of equalising burdens, or encouraging right expenditure, 
or securing the uninvented “National Minimum” ? There is the 
Agricultural Rates Grant: how about it? Was anything ever 
said except that it was to make others pay a part of the 
burden borne by land, anything beyond that in the purposes of 
Mr. Chaplin and Mr. Walter Long, who were the official engineers 
of these flagrant grants? Likewise the equivalent grant to 
Scotland in 1898: and that to Ireland, which was by way of 
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releasing the owner of his half of the rate on fixed property to 
the tune of £727,655 a year! Even in the pages of the Economic 
JOURNAL it may be pointed out how this form of grant was chosen 
by the influential people who secured it. I am in the habit of 
contending, with historic justification as I think, that the motive 
was to circumvent the Rate Exemption Act of 1840, and to get a 
contribution from personal property and income for these local 
purposes. Not only does money from Whitehall come as though 
the gentle rain from heaven comes from afar, but these astute 
persons, persons I say, know that the taxpayers and ratepayers 
are not the same constituency, though they overlap partly. Con- 
sequently, if the taxpayer can be made to contribute to the local 
expenditure, certain persons who would otherwise pay a heavier 
rate will be eased and gratified. I contend that is the motive of 
the Grants-in-Aid, and that this motive should not be forgotten. 
On the lines of reform it would be possible to follow Mr. Webb 
in some important points from an administrative standpoint, such 
as making grants, if any, for the whole of a local body’s services. 
It was a surprise to me, after my acquaintance with Mr. Webb’s 
criticism of detail, to find him leaving reference to valuation to a 
paragraph on the last page of his work. How can the first pur- 
pose of a grant (according to him), viz., to remedy inequalities 
between authorities, be accomplished before a uniform valuation 
is secured? No amount of money would suffice ; it would only be 
a greater and more pitiable waste. This is one of the marks of 
haste in the composition of the work. But I go further. [I still 
maintain that the reconsideration of this subject (of which we 
agree) should involve the whole subject, including what, and if 
any, objects shall be aided from the Exchequer. I would add, 
too, that the onus is upon the advocate of a grant; for it is both 
healthy and equitable that the services, National and Local, 
should be kept separate and distinct. Who but Mr. Webb would 
undertake to initiate a Grant-in-Aid system? Having so flagrant 
and wasteful a system, I admit that we are caught in the trap; 
but we should aim at improving it; and one indirect way is by 
making the taxation, the national taxation, such as will not be 
a constant temptation to the owner of rural and other real 
property. Nor do I despair, as Mr. Webb is inclined to do, that 
the task of deciding the nature of services, as local or national, 
will be accomplished with a success which shall be tolerable. I 
agree very heartily with Mr. Webb’s closing suggestion that the 
Census should be taken every five years ; and this would aid in this 
matter of the grants. But I cannot aid in bringing about the 
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magnification of the Road Board, the reconstruction of various 
other essentially local services (for property gains from roads, of 
course), and the concentration of all these services under a County 
or County Borough Council—-Mr. Webb’s hobby, for which he 
would sacrifice much, and trust to the future to mitigate disaster 
and injustice. This notice is too long already ; but I cannot help 
repeating that the true history and nature of these grants-in-aid 
have been slurred over because our versatile author is bent upon 
a reconstruction of local authorities ; and he wants, good bureau- 
cratic soul, the grants-in-aid to keep the soul in the huge bodies 
he would create—all by the prodding of the L.G.B.! The work 
should be read by all who would study our public finances, national 
and local ; it is surprisingly able; but as I have said, it should be 
perused with a good critical cap on, for Mr. Webb will be found 
mounted, and spurring on, somewhat regardless of history and its 
lessons. 
A valuable bibliography and a useful index are appended. 
W. M. J. WILLIAMS 


British Dominions: Their Present Commercial and Industrial 
Condition. By Pror. W. J. Asaury. (London: Longmans, 
Green & Co. 1911.) 


PROFESSOR ASHLEY has done well to republish in a handy 
volume the series of stimulating and informing lectures delivered 
at Birmingham University in the winter of 1910-11. It is true 
that things move at a rapid rate in the case of the Dominions, 
and that, where conclusions based on statistics are concerned, 
yesterday’s figures may be already out of date. But when, as 
here, the argument depends upon the marvellous development of 
the countries in question, more recent knowledge can only 
strengthen such argument, by showing still more startling 
development. The most orthodox of free traders will hardly 
care, as he realises the significance of this development, to belittle 
the comparative importance of trade with the Dominions, when 
taking stock of the general position. 

In these lectures, then, authorities such as Sir George Reid, 
Mr. Pember Reeves, Sir Walter Hely-Hutchinson, and Mr. L. 
Griffith furnish graphic and spirited accounts of the various 
resources of the countries with which they are, or have been, 
connected. Sir Daniel Morris speaks of the West Indies with a 
knowledge of their conditions second to none. Sir Albert Spicer, 
as having been chairman of the Congress of Chambers of Com- 
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merce, which met at Sydney in 1909, and as one intimately 
conversant with the trade of Australia, finds himself able to bless 
much which might have seemed questionable to a zealous free 
trader. Lastly, Mr. Birchenough, who acted as Board of Trade 
Commissioner to South Africa, contributes what is perhaps the 
most practical of all the papers. Nothing could be more masterly 
than his summing up with regard to the general position of 
British trade, in the face of foreign competition. ‘German 
trade,” he writes, “has benefited by the low freights by land and 
sea combined, which the bounty or subsidy system makes 
possible; by a national policy which encourages over-sea trade 
by every means in the power of both government and commercial 
combinations; and perhaps most of all by a banking system 
which enables finance to co-operate with industry far more con- 
tinuously and effectually than in Great Britain. It was solely 
due to the assistance of the German banks, for~instance, that 
Germany was able to secure the vast orders for the electrical 
equipment of the Victoria Falls and Transvaal Power Company, 
one of the largest electrical installations in the world.” On 
business methods Mr. Birchenough is equally to the point: “1 
think we British too often pit our natural gifts and rule-of-thumb 
methods against the carefully organised professional and 
scientific training of other nations.” Still, he is “satisfied that 
the nation which was the first to solve the problem of production 
is quite capable of holding its own in the art and practice of 
distribution if it will only take the trouble to adapt its com- 
mercial policy to the changing requirements of the age we 
live in.” 

Indeed, the general moral of the volume, whatever our views 
upon the fiscal controversy, is that the old faith in the sufficiency 
of individual enterprise must, however reluctantly, be aban- 
doned, and that in the trade competition of the future organisa- 
tion and method will be as necessary as on the battlefield. 
Professor Ashley, in a valuable preface, describes a partial recog- 
nition of this fact on the part of the British Government. The 
nucleus of an imperial commercial intelligence department has 
already been formed. In 1908 Trade Commissioners were 
appointed for Canada, Australia, New Zealand, and South 
Africa. Their “principal duties are to advise the Board of Trade 
of any opportunities which may arise for British manufacturers 
and merchants . . . to develop and secure trade.’ Subject to the 
general supervision of these Commissioners, there are a number 
of imperial trade correspondents at various local centres. More- 
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over, there has further been set on foot an imperial scientific 
research centre “to provide for the investigation of new or little- 
known natural products from the Colonies and India, and of 
known products from new sources, with a view to their utilisa- 
tion in commerce, and also to provide trustworthy scientific and 
technical advice on matters connected with the agriculture, 
trade, and industries of the Colonies and India.” “The depart- 
ment,” we are told, “is more and more becoming a clearing- 
house for information respecting the possibilities of the raw 
materials of the Empire for manufacturing purposes.” Free 
Traders and Protectionists alike, we have indeed travelled far 
since John Bright resented laws against adulteration as an 
interference with the sacred principle of individualist com- 
petition. 

The lectures were fitly introduced by Mr. Alfred Lyttelton, 
in a discourse which admirably struck the note, followed by his 
successors, of careful avoidance of all party questions, a condition 
not too easy of fulfilment in a community where one commanding 
figure dominates the background. In this connection it is 
amusing to note that Mr. Griffith having expressed approval of 
the Canadian reciprocity agreement with the United States, a 
counterblast is given in the shape of Sir Edmund Walker’s 
denunciation of reciprocity. 

It only remains to add that the value of the volume is not a 
little increased by a careful bibliography of the statistics of the 
self-governing Dominions and of the West Indies. (It may be 
noted that the name of the French-Canadian statesman was 
Dorion, not “Dorrien,” and that Bryan Edwards does not appear 
to have been knighted.) 

H. E. EDGERTON 


The Alien Problem and its Remedy. By M. J. Lanna. 
(P. 8. King & Son. 5s. net.) 


JEALOUSY of the alien has not been, as is so often erroneously 
supposed, confined to this country or to the present day. In all 
countries and at all stages of civilisation the stranger has been 
treated as an intruder whose admission to the tribe or State was 
hedged in by a multitude of hostile regulations, whose activities 
were circumscribed by innumerable obstacles. And even when 
a foreigner had successfully surmounted the Chinese wall of 
national exclusiveness, he was still viewed with suspicion, lest 
he should, after all, prove that most hateful of all uninvited 
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visitors—a spy, or, at best, an unwelcome competitor who, to 
use a popular phrase, “took the bread out of the mouths” of the 
natives. 

Naturally, this feeling has lingered longest in our country— 
an inevitable consequence of our insular position, so that long 
before anti-alien legislation found its way to the Statute Book 
the foreigner who came here to trade or settle was the victim 
of serious disabilities. Now and then, it is true, when the 
Government was anxious to plant some new industry in which 
we lagged behind the Continent, it did not hesitate to introduce 
Flemish weavers or German armourers, etc., into England. But 
this governmental action found no more support among the general 
population than did the more recent voluntary immigration from 
the Kast of Europe—a movement that culminated in the Aliens 
Act of 1905. 

Mr. Landa’s book is devoted to a survey of the agitation that 
preceded the enactment of the present Statute, an analysis of the 
report and evidence of the Commission appointed by Mr. Balfour’s 
Government in 1902, an investigation into the administration 
of the Act itself, and some suggestions for dealing with the alleged 
evils of unrestricted immigration on the one hand, and the alleged 
failure of the Act on the other. Its author is a journalist who 
has made a minute and prolonged study of the question. He 
has attended the meetings of the Immigration Boards in a pro- 
fessional capacity, has visited the great Continental centres of 
the transmigrant traffic, such as Bremen, Rotterdam, and 
Hamburg, has travelled in Austria, Galicia, and Russia, and, 
above all, has an intimate acquaintance with the East End of 
London and the foreign quarters of some of our largest provincial 
cities. 

In the first part of his book Mr. Landa has undertaken the 
Sisyphean task of destroying the fabric of false statistics and 
false economics with which even Cabinet ministers were not 
ashamed to defend the various Aliens Bills presented by them to 
Parliament. Thus it was repeatedly asserted that some 80,000 
to 90,000 aliens were annually “dumped” on our shores. This 
figure was obtained “by coolly ignoring the statistics of the aliens 
who left the country, coupled with a superficial study of the 
monthly Alien lists.” For the latter error the Board of Trade 
is rightly held responsible. Despite the protests of all who wished 
to know the truth—and, happily, they were not a few—about the 
extent of the alien influx, the Board continued to issue its returns 
in a most complicated and grossly unscientific manner which, 
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if not deliberately calculated to mislead, at any rate lent fair 
colour to the wild statements and exaggerations by which certain 
politicians sought to frighten the public into accepting the nostrum 
they offered it. 

By a careful examination of inward and outward movement of 
the population and a comparison with the figures of the last two 
Censuses (1891 and 1901), Mr. Landa has once more demonstrated 
what in fact was already well known to all students of the question, 
that the net annual influx scarcely exceeds 12,000. 

Turning to the social aspects of the question as it affects the 
Borough of Stepney, where the majority of the aliens are con- 
gregated, we find that Mr. Landa has collected some interesting 
information relating to the number of empty houses in the 
borough, the loss of rates arising therefrom, and the number of 
prosecutions for overcrowding, all tending to the conclusion that 
the overcrowding evil was only temporary, and that it has long 
passed away. The abnormally high rents which once ruled in 
the Borough are long a thing of the past, and the latest figures— 
the Census of 1911—show a decrease in the population of Stepney 
of over 18,000. 

Part II. of the book deals with the various remedies suggested 
for improving the Act of 1905, and includes a criticism of the two 
Bills—Mr. Churchill’s and Mr. Goulding’s—now before Parlia- 
ment. ‘To the proposal of the latter “that every alien subject to 
inspection under the Act of 1905 should be required to register 
his place of abode,” our author replies that “registration in 
effect means nothing more nor less than the re-introduction of 
the passport system, and the essence of a passport system is 
that there shall be no exemptions” ; in other words, Mr. Goulding 
would introduce a modified system of police supervision that 
would ultimately extend to all citizens, until we had approximated 
to some of the most objectionable Continental models. But 
perhaps the most suggestive portion of Mr. Landa’s book is that 
which treats of the enormous emigration to the New World from 
Central and Eastern Europe. We regret that the scope of his 
subject has not allowed him to probe more deeply the causes that 
annually drive about a million inhabitants of the European main- 
land to brave the hardships that beset the “stranger in a strange 
land,” and impel him to abandon his ancestral home, conquer 
all the forces that bind him to the land of his birth, and wander 
across the ocean in search of a new abode amidst alien surround- 
ings, in a hostile environment. Some hint of the causes operating 
in this direction are contained in a few pregnant sentences that 
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conclude this valuable contribution to the literature of alien immi- 
gration. “Ticketed, labelled, watched from the cradle to the 
grave, marshalled through life in a condition bordering on serf- 
dom, men are looked upon as nothing more than sacrifices to the 
Moloch of militarism. The various passport and registration 
systems do not exist for the purpose of detecting criminals or 
organising trade. ‘The countries we are asked to copy have 
more alien criminals to contend with than have our police: the 
numbering, the guarding, and the checking at every step is done 
for the purpose of keeping every possible conscript perpetually 
under control. From that thraldom cramping all effort and 
destroying all hope, the best blood and bodily framework of 
European humanity is rushing to the New World and to freedom. 
It is revolt by emigration.” 

Altogether, this book should form a useful antidote to the 
“facts” scattered with a lavish hand by politicians seeking to 
make party capital out of the hapless alien. 

A. WEINER 


The Conflict of Colour. By B. L. Putnam WeEALE. (Macmillan 
and Co. 1910. Pp. 340.) 


In this study of “world politics and world movements,” Mr. 
Putnam Weale sets forth considerations which, he holds, should 
affect the Asiatic policy of England. But his arguments are 
based, not on the weight of ordnance in different armies, but on 
the weight of numbers in social evolution. Looming in the 
distance he sees the clash of conflicting civilisations, but he con- 
centrates attention on the industrial struggle already being 
waged. And it is the conception of liberty as the guarantee of 
efficiency which directs his reasoning. It is the treatise of a 
publicist, but the weapons are those of an economist. 

In a preliminary discourse, he outlines the history of repre- 
sentative government and of the balance of power as the 
safeguards, internal and external, of liberty in the development 
of European powers, so that he may gain an objective stand- 
point for contrasting the intra-European balance with the 
supremacy of Europe over Asia, which has resulted from the 
European conquest of the sea during the last four centuries. He 
adduces figures to show that “the white man, although to-day 
only half as numerous as the coloured man, is settled on a gross 
area of land more than twice as extensive as that owned by his 
coloured brother.” At the same time, the standard of wages 
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is higher in the area reserved to the white peoples, and there is, 
therefore, little wonder that already we see the beginning of an 
industrial conflict, to decide “‘whether non-white man. . . may 
or may not invade the white man’s countries in order to gain 
his livelihood.” This, however, is merely a foreshadow of the 
graver question, whether the East can bar out European capital 
and enterprise. 

He argues that already Europe is suffering from the humilia- 
tion of Asia, and that a return to a condition of free intercourse 
on equal terms is not only desirable but inevitable; this inter- 
continental balance of power is necessary to liberty in both 
regions. But what, however, “may very easily happen is that 
the federation of Eastern Asia and the yellow races will be finally 
arranged in such a manner as to exclude the white man and his 
commerce more completely than anyone yet dreams of.” As 
the races of Africa rise into self-assertion, there will thus develop 
a series of close colour zones, self-centred by protective measures, 
with results disastrous to the advance of civilisation. This 
diversion, moreover, from the natural and ultimately inevitable 
course of progress could only be effected by a sequence of wars 
in which liberty would temporarily succumb to force. 

His remedial measures concern the economist less closely, but 
his analysis of existing conditions, and his application of economic 
consideration to public matters, deserve the attention of those 
interested in the economic aspect of Imperialism. It is 
difficult to accept the successful establishment of colour zones, 
closed in on themselves by fiscal regulations, but he shows good 
reasons for anticipating the probability of attempts in this 
direction. It is unfortunate that he has marred a stimulating 
essay by a tendency towards exaggeration, and a certain careless- 
ness of handling which involves numerous contradictions. For 
instance, on p. 110, he informs the reader that the real root of 
the racial difficulty throughout the world is racial antipathy 
founded on colour, and on p.131 he tells us, on the other hand, 
that the antipathy between East and West “is commonly 
supposed to be a matter of colour. It is nothing of the sort” ; 
again, on p. 197, “much of the so-called race hatred is really 
only the sullen and transitory anger” of a beaten animal, and 
on p. 229, “race hatred is absolutely engrained in human beings.” 
The subject of colour is not the only one upon which, in the space 
of a few pages, he holds directly opposite opinions. On p. 135 he 
states that “Japanese efficiency is only high when compared 
with the efficiency of the East, and not when compared with the 
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efficiency of Europe and America.” but on p. 202, “it cannot be 
doubted that if a careful and scientific-minded people such as 
the Japanese had occupied the position which the British have 
occupied in India for one hundred and fifty years, very different 
results would have been accomplished.” Other examples might 
easily be cited, but these will suffice to prove the lack of studied 
expression such as adequate treatment of the subject would 
demand. 

Then he runs atilt, Don Quixote fashion, at a classical 
education and at certain aspects of religion, while the style and 
the vocabulary are, in certain passages, beyond burlesque. Thus, 
there is much chaff to be winnowed. But the grain is there. It 
is a book which many will not read without impatience ; never- 
theless, it is a book to read and a book to think over. 

J. S. FURNIVALL 


~ 


David Ricardo: A Centenary Estimate. By JAcos H. HOLLANDER, 
Ph.D. Johns Hopkins University Studies in Historical and 
Political Science. (Baltimore : Johns Hopkins Press. 1910.) 


In the present work Professor Hollander publishes the lectures 
which he delivered at Harvard last year, by way of celebrating the 
centenary of Ricardo’s first important work, The High Price of 
Bullion. Very wisely, he utilised the occasion not so much for 
a discussion of the particular value and influence of that one 
publication, taken alone, although it and other financial pamphlets 
occupied part of his attention, as for a general survey of the 
position held by Ricardo, particularly in the light of the contribu- 
tions and criticisms of the last quarter of a century. While 
new matter is added, the present work is conspicuous as an 
attempt to summarise much that has already been printed, and 
no one can read it without realising the great advance achieved 
in these years in respect of the critical knowledge of theory. 
Alongside with the knowledge of the importance of Ricardo in 
the history of theory, there has grown a keener sense of the 
absolute importance of particular doctrines and of certain aspects 
of knowledge. And with that advance have vanished both the 
indiscriminate eulogy of the years when McCulloch chanted aloud 
and Mill more prosaically praised, and the very uninformed 
attacks and equally indiscriminate depreciation of the succeeding 
period. 

Though Professor Hollander formally divides his treatment 
into three parts, dealing respectively with the life, the work, and 
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the influence, the two latter, as is inevitable, somewhat overlap ; 
since the attempt to put together the work and trace it through 
its various stages of development almost necessarily implies 
emphasis, now on one and now on another point. Still, no doubt, 
the author is correct in making the distinction. It is a pity, 
however, that, having made it, he did not utilise it more to the 
advantage of the reader by a fuller treatment of the influence 
of Ricardo. What he says is good, but it is much too brief. 

In respect of the life, apart from the more personal interest 
of the details, the material so succinctly put together by the 
author is invested with a two-fold importance. On the one hand 
much goes to exhibit Ricardo to the reader as something very 
different from the abstract and somewhat heartless theorist por- 
trayed in some of the criticism already referred to. On the other 
hand, a just emphasis is laid on his practical interests and activity. 
In this respect it should never be forgotten that the mere omission 
to encumber an argument with constant illustrations is no proof 
that a writer is spinning an argument out of his inner conscious- 
ness and without reference to fact. Of course, such a writer runs 
the risk of being misunderstood; and Ricardo, doubtless, was 
misunderstood, because, like some other thinkers who wish to 
make generalisations clear and continuous, he wrote too much, 
as it were, for himself. That this was so is insisted on by 
Professor Hollander. It would be even more evident than it is 
had he, in his account of the economic circumstances of the time, 
given more emphasis to the new mobility in the supply of both 
capital and labour. This is of great importance, in view of the 
position held in Ricardian economics by the theory of distribution. 

The most interesting and most valuable portion of the present 
publication is that which deals with the work and influence of 
Ricardo. Too much praise cannot be given to the patient and 
skilful way in which Professor Hollander traces generalisations 
through the various stages of their evolution, and indicates the very 
real, though often inconspicuous, connections which united these 
in the conceptions of the thinker himself. By what he achieves in 
the present work he adds to the obligation under which he has 
already laid the student of Ricardo. Thus he carefully examines 
the relation between his author and Malthus, and following on 
previous work in this connection, shows how differences, little 
perceived at first, gradually deepened the intellectual separation 
between the two. Another interesting instance of his method 
is presented in the treatment of the gradual development of 
Ricardo’s views with regard to alterations in wages and price; 
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though here more might be made of the particular meaning attach- 
ing to the rate of wages. The importance of the work achieved 
is looked at from different points of view. One aspect is well 
summed up by the statement, not, of course, a novel statement, 
and not intended as such, that our present knowledge of taxation, 
international trade, and money is inseparably related to theories 
originating with, or elaborated and applied by, Ricardo. Another 
is presented in the systematisation of various doctrines into a 
body of knowledge. 

In this latter the writer of the present book finds one main 
cause of Ricardo’s remarkable influence. He claims that 
“Ricardo conceived a positive science of political economy, con- 
stituted of the tendencies or laws prevailing with respect to a 
clearly defined group of phenomena. He derived a series of 
uniformities, first by deduction from fundamental principles of 
human conduct, illustrated and tested by reference to past and 
present conditions. He assembled the principles ‘thus obtained 
into a coherent whole, enunciated in unsystematic elliptical form, 
but characterised by all the essentials of a body of scientific 
doctrine.” While this statement is extreme, and though many, 
even of those keenly conscious of their debt to Ricardo, will be 
unable to agree to it without considerable qualifications, it seems 
in a general way to indicate one of the great and essential merits 
of this thinker. Various doctrines were combined and related 
in his work, thereby attaining to a new significance. 

Another reason, however, is the prominence given in Ricardo’s 
general treatment to the question of distribution. Though the 
importance of doctrines relating to distribution in Ricardian 
economics and their relation to other matters, as, for instance, 
taxation, are very fully indicated by Professor Hollander, he does 
not emphasise sufficiently the effect upon subsequent writers. It 
contributes to the influence which Professor Hollander seeks to 
impress upon his readers. 

Taken altogether, the book under notice represents a sound 
and an impartial effort to estimate the position of Ricardo as 
a thinker, and to account for his influence, which, as the author 
says, is undoubted, whether it be considered good or bad. 
Probably, after perusing the material here collected, the reader 
will have no hesitation in agreeing that it was for good. 

K. C. K. GONNER 


No. 83.—VOL. XXI. 




















416 THE ECONOMIO JOURNAL [ SEPT. 


Disturbing Elements in the Study and Teaching of Political 
Economy. By James Bonar. (Small 8vo. Pp. 145. 
Baltimore : The Johns Hopkins Press. 1911.) 


Economists on this side of the Atlantic will be glad to learn 
from the perusal of this welcome little volume, which is a reprint 
of five lectures delivered to the Economic Seminary in the Johns 
Hopkins University at Baltimore, that, if the author has changed 
his venue for a time, he has not abated any of his interest in 
economic discussion, or failed to keep himself abreast of the latest 
developments of those studies to which he made so many valuable 
contributions while he was still residing in this country. Nor, 
we may add, has he ceased to regard or treat Economics from 
the comprehensive standpoint, which brings to bear upon its 
large survey considerations that have their origin in, or their 
connection with, more general philosophic thought. The signi- 
ficant titles of some of these discourses, which, we imagine, must 
have stimulated their hearers to fresh or repeated meditation— 
more carefully initiated and more scrupulously guarded than had 
perhaps hitherto been their steadfast practice—prepare us for the 
many suggestive apercus of unexpected possibilities that are to 
follow in the text. If Dr, Bonar errs at all, it is, we think, in 
demanding too much power of quick understanding from those 
whom he addresses. The transition from one stage to another of 
the train of thought he is developing is perhaps sometimes 
abrupt ; but, on the other hand, he has contrived to pack within 
a small space an unusual amount of weighty criticism of loose 
or superficial argumentation. The “errors,” which are here 
instructively examined, are, moreover, those “subtle fallacies 
which are apt to invade the reasoning of trained economists in 
spite of learning and of discipline.” They have their birth, so 
the lecturer shows, in a “popular philosophy,” such as that 
connected with each member of the phrase, “Liberty, Equality, 
Fraternity.” Or they are due to “the want of any political 
philosophy,” to a ‘“‘mistaken aversion to theory,” to the “short- 
comings of common or technical language,” or, lastly, to the 
“wrong handling of distinctions of time.” From these various 
sources of misunderstanding Dr. Bonar derives much material 
for useful warning and for opportune direction ; and in the past 
failings of the great masters, which he adduces to support and 
illustrate his theme, their humbler followers may find some 
reasons for encouragement and consolation, as well as helpful 
rules for ensuring for themselves a more secure advance along 
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paths still beset with lurking peril of a similar character to that 
which such magisterial intellects were liable to encounter. For 
these academic discourses are, we conceive, properly designed to 
edify as well as to admonish. 

L. L. PRIcE 


The Constitution and Finance of English, Scottish, and Irish 
Joint-Stock Companies to 1720. By W. R. Scort, Litt.D., 
etc. (Cambridge: University Press. 1911. Vol. 3. 
Pp. xii+ 563.) 


THE first volume of this work is yet to come; the second was 
reviewed in the March number of this JounNAL. The third volume 
contains a great deal of true Appendix, and the whole treatment 
of the subject-matter, as in Volume 2, is “appendix-like.” The 
reviewer has to study piéces justificatives without always knowing 
what conclusions are being justified. Dr. Scott gives us here, 
as promised, succinct accounts of the “water supply, postal, 
street-lighting, manufacturing, banking, finance, and insurance 
companies” of the period, together with life histories of poly- 
morphous concerns like the York Buildings Company, first a 
purveyor of water to London, then a speculator in the estates 
of Scottish rebels after the *15, incidentally a land development 
and mining company which made an excursion into insurance. 
It died after a sixty-year-long liquidation that only finished in 
1829. Besides the company histories there is a table of all the 
promotions of the South Sea Period, a tabular summary of the 
chief companies dealt with in the two volumes, and an excursus 
on national finance in the 16th and 17th centuries “in further 
explanation of the references to this subject in [the unpublished ] 
Part. I.” 

This excursus is a good instance of Dr. Scott’s method—it 
deals with a relatively subordinate topic; it is short and crowded 
with significant figures taken for the most part from MS. sources ; 
it is rather unreadable, and, so far as I know, it contains much 
the most illuminating summary of Elizabethan finance yet pub- 
lished. For the general historian its value can hardly be over- 
rated. 

If the volume stood alone, one would be disposed to say that 
the introductory treatment of banking and insurance prefixed 
to the accounts of particular companies was inadequate. Volume 1 
will decide whether this be so or not. The story of the Bank 
of England does not contain much that is strictly new, although 
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the presentation of it from the author’s own standpoint is of 
great value. This is as one might have anticipated. In the case 
of the South Sea Company anticipations of a familiar tale are 
not justified. No one with Dr. Scott’s financial knowledge and 
interest has handled it before, and the result is striking. It is 
impossible to summarise conclusions that are packed with difficulty 
into sixty pages. But let it be said that the public—judged by 
Dr. Scott—was not such an ass as some have thought; that the 
directors were as fuil of knavish tricks as their worst enemies 
ever suggested ; and that Parliament, heavily bribed at the start, 
was not, after all, so stupidly vindictive at the finish. Hitherto, 
the public has been judged too often in the light of facts which 
the directors elaborately concealed, and Parliament without 
sufficient reference to the details of the penalties that it imposed. 
We are given, too, an effective defence of some of the land bank 
schemes, though Dr. Chamberlain is deservedly thrown to 
Macaulay and the Whigs. Everywhere the patient scrutiny of 
figures brings new facts and new relations to light. Few his- 
torians would have seen how to arrive at the probable fluctuations 
in a “standard State security” at the beginning of the 18th 
century from a study of the market prices of shares in the 
“Million Bank,” which, as it busied itself with buying up 
annuities, was “virtually an investment trust in Government 
stocks” (p. 279). It is important, again, to bear in mind 
Dr. Scott’s remark that “if interest was sometimes unnecessarily 
high,” in the 17th century, “it was at other periods unduly low.” 
For some year before 1681 the East India Company could borrow 
at 3 per cent., “a lower rate than any modern shipping company 
can borrow on debentures” (p. 200). At times capital was terribly 
scarce ; but temporary scarcities of outlets for it, due to imper- 
fections of organisation in national and international industry and 
finance, were also bound to occur. These are but samples which 
could readily be multiplied. 

As was to be expected, the sections dealing with Scotch 
companies are particularly good. Not always particularly full, 
it is true, but that is the author’s misfortune. They furnish, 
inter alia, the contrasts with English and the parallels with 
foreign happenings that are so common in Scottish economic 
history. The régime of privileged “manufactures ”’—textile and 
other—in the late 17th century, amid an environment of medieval 
burghs, reminds one of the Van Robais of Arras and their kin, 
rather than of contemporary England, When one of these manu- 
factures—that of cloth at Newmills—sees its prosperity depend 
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on orders for uniforms “to distinguish sojers from other skulking 
and vagrant persons,” the parallels are to be sought not in the 
rise of the English commission clothier but in Prussia or in 
Russia or in the Japan of to-day. Many of the Scotch companies 
are little more than names; but the very names of obscure con- 
cerns, both in England and Scotland, bring out the modern notes 
in late 17th century industrial history—the Mine-draining Engine 
of Marmaduke Hudson and Partners (1693), the Leith Saw- 
mills (1695), the Patentees for Lacquering after the manner of 
Japan (1693), or the Society for Improving Native Manufactures 
so as to keep out the Wet (1691). 

Whatever the economist’s interests, Dr. Scott has much to 
offer. Those concerned with municipalities and monopoly will 
turn to the story of the London water companies; to the 
first private Act giving compulsory powers (for the Hampstead 
aqueducts) in 1544, or to the competition between-the elm-wood 
mains, two and three in one street for one company, and Heaven 
knows how many where the companies fought. Strictly political 
economists will observe the beautiful organisation of smuggling 
in all departments, and draw their own conclusions as to the 
efficacy of much mercantilist regulation. They will note, too, how 
again and again, in Scotland at any rate, the farmers of the 
Customs “did not obey the different Acts of Parliament designed 
to encourage home industries” (p. 1385, 146, 177); and they may 
ponder over the allegation in an English Act of Parliament that 
“agents of the French king” tried to wreck the White Paper 
Makers’ Company of 1690. Historians of industrial organisation 
will probably turn first to the Lustring Company and the 
Newmills Cloth Factory, and try to determine how far the organisa- 
tion was strictly of the factory type, or how far it represents a 
cross between the factory and the commission systems. Every- 
where they will find capitalism enough. On the financial side 
attention may be called in particular to the first case of Parlia- 
mentary control of capitalisation in 1690 (p. 66); to the tardy 
development of the familiar practice of discounting dividends 
on the Stock markets (p. 214); and to the way in which that 
practised promoter, Nicholas Dupin, secured 12} per cent. per 
share from both the White Paper Manufacture and the Scots 
Linen Manufacture, under William III., “for his efforts prior 
to the incorporation of the company.” 

Volume 8 is no lighter reading than Volume 2, and I cannot 
think that the elaborate section headings on every page (Div. IX., 
§ 4 c, and the like) have as yet justified themselves. Cross 
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references within the volume or to Volume 2 are sometimes given 
by means of these symbols, more often by page. The latter 
method alone really helps the reader. However, a good index 
and a full table of contents render reference easy enough—an 
important matter, as this is a volume that will not often be read 
from cover to cover. And there are not many volumes, except 
its predecessor, whose covers contain more new and well-tested 
material to which reference should be constant. 
J. H. CLAPHAM 


A Short History of English Agriculture. By W. H. R. Curturr. 
(Oxford: Clarendon Press. 1909. Pp. viii+371. Price 
6s. 6d.) 


Mr. CurtTLER’s book very satisfactorily fills a distinct gap in 
economic literature. Hitherto there has been no generally avail- 
able modern work setting forth the complete history of English 
agriculture. There is, it is true, Prothero’s Pioneers and 
Progress of English Farming, but that excellent work was pub- 
lished as far back as 1888, and has long been out of print. 
Moreover, an immense amount of research work has been accom- 
plished in connection with the subject since that year, in the 
light of which many of the points of view of a quarter of a 
century ago must be modified or amplified. 

The author has taken full advantage of all the latest spade- 
work. He appears to have read and digested almost everything 
of importance on the subject with which he deals. He has not 
made it his business to rummage in the Record Office or among 
the archives of ancient manors. He has rather made the attempt, 
and with notable success, to winnow what is best worth pre- 
serving from the numerous monographs and other products of 
intensive study relating to the history of agriculture, to reconsider 
the older agricultural writers in the light of that research, and 
on that foundation to construct a consecutive story commencing 
with those early years of English economic life which Professor 
Vinogradoff has made his own, and terminating with a con- 
sideration of the position of the small holder, on whom the present 
Government is expending its fostering care. He is careful to 
support his statements throughout by references to authorities. 

Of the English landlord Mr. Curtler is a whole-hearted admirer, 
and he expresses himself with considerable vigour in regard to 
the effect on his position of recent legislation. He is no mere 
partisan, however, for he finds little to recommend the policy of 
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setting up a class of small freeholders, which his Majesty’s Opposi- 
tion seems to favour, as an alternative to the Government policy 
of small occupying tenants. He is firmly convinced that enclo- 
sures made for progress, and argues with no little ability in 
defence of the movement. But, in regard to many of the 
difficult problems of agricultural history which constantly 
arise, he maintains an attitude of somewhat excessive caution, 
and is apt to propound a question without even suggest- 
ing an answer. Thus, on p. 19 he remarks that it is 
difficult to understand how stock was fed in hard winters in pre- 
Domesday years. He might have ventured the suggestion that 
the stock was killed off and the meat smoked or salted so far as 
the supply of salt would permit, while the rest of the stock, 
spared for breeding purposes, would be left to drag out a miserable 
starved existence. In a note on p. 31 he quotes Walter of 
Henley’s calculations as to the cost of the food of a horse and 
an ox, and leaves the reader with the not very illuminating 
remark that “both are wrong.” 

A number of valuable statistical appendices and a very full 


index close a book which, on the whole, is a model of its class. 
LILIAN KNOWLES 


The Cotton Industry in Switzerland, Vorarlberg, and Italy. By 
S. L. Besso, LL.B., Gartside Scholar. (Manchester : 
University Press. 1910. Price 3s. 6d. Pp. xv+229.) 


THE present volume of the Gartside Series! is based on 
personal inquiry, and contains much varied and valuable informa- 
tion on the cotton industry in some of those countries where its 
development is most recent. Swiss cotton-spinning as a factory 
industry dates from 1801, and prevails chiefly in the German 
cantons; the mills are usually found on streams which supply 
their motive-power, and in valleys where they have the advantage 
of a humid atmosphere. The growth of the fine muslin and 
embroidery industries has intensified the demand for fine yarns; 
the higher counts are still imported from England, but Switzer- 
land has natural advantages by whose help it may prove in 
the future of the fine-spinning industry a formidable rival to 
Lancashire. The physical formation of the country, its numerous 
precipices and cataracts, facilitate the employment of electricity 
both as motive-power and as illuminant, and suggest for Switzer- 
land the possibility of a special pre-eminence in the application 


1 Cf. Economic JOURNAL, xii. 292 ; xvi. 384. 
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of electrical engineering to the ancient mysteries of spinning 
and weaving. The Swiss industry has suffered severely from 
the protective tariffs of neighbouring countries, and its natural 
growth has been retarded by the rivalry of agriculture, many of the 
operatives being also farmers of their own land. Such a connec- 
tion originally existed in Lancashire ,where, however, its dissolution 
was hastened by the neighbourhood of extensive coalfields and iron- 
fields. Swiss workpeople will refuse to tend a larger number of 
machines, on the ground that longer hours in the summer months 
would interfere with their agricultural duties and their interests 
as a landowning class. In a similar spirit, under the Swiss factory 
law male labour, as well as that of women and children, is pro- 
tected against overwork, on the ground that a man’s first duty 
is to maintain himself in physical fitness for bearing arms in the 
defence of his country. Higher payments and pleasanter con- 
ditions in other pursuits assist in producing a scarcity of labour, 
a problem which the introduction of automatic looms has failed 
to solve. Large numbers of Italian workmen are consequently 
finding employment in the Swiss mills, and are lodged in board- 
ing-houses built for that purpose by the mill-owners. The 
employment of mothers is under strict regulations, and compulsory 
nurseries are attached to the larger mills. 

Cotton machinery has been manufactured in Switzerland since 
1825, and English machines are also much used, especially for 
spinning ; many manufacturers who combine both industries use 
English spinning and Swiss weaving machinery. The canton 
of Appenzell is the chief seat of hand-loom weaving, but in 
Switzerland generally, as elsewhere, the hand-loom and the cottage 
weaver have been forced out by the power-loom and the factory. 
Dyeing, bleaching, and finishing are carried on independently 
and also in combination with spinning and weaving ; much of the 
yarn is still dyed by hand. Block-printing by hand is still common, 
especially in Glarus and Basle. In the embroidery industry the 
substitution of mechanical for hand-power has increased the 
employment of men instead of women. A special feature of 
Mr. Besso’s book is the statistical returns of a limited and repre- 
sentative number of spinning and weaving firms; the power and 
the form in which it is applied, the counts of yarn used, the cloth 
manufactured, the labour employed, the general production, the 
markets supplied, and other interesting particulars are given in 
tabular form. Much detailed information is also given on com- 
mercial organisation. 

The similarity in physical features of the three countries 
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described accounts for a family likeness in their industrial con- 
ditions. In the Vorarlberg and Tyrol the cotton industry was 
introduced as early as 1770, the fibre being at first obtained from 
Switzerland, whither the yarns spun were sent to be woven. 
The development of both countries was aided by abundant water- 
power, though hindered by the absence of coalfields and con- 
sequent want of steam-power. The yarns are dyed and the cloths 
finished locally ; embroideries in the Swiss style, printed silks, 
and cotton goods are produced, but differentiation is largely im- 
practicable because of the relatively small scale of the industry 
and the high cost of coal, which is stimulating the spread of 
electricity and water-turbine installations supplied by Austrian 
machinists. The yarns spun in the Vorarlberg are chiefly low and 
medium counts; the principal markets are Hungary, Austria, 
and, by means of Trieste shipping firms, the Balkans. 

The cotton industry of Italy promises to rival, those of India 
and Japan, and even Germany and the United States, in rapidity 
of development. Venice and Genoa were important markets 
from which raw material was distributed to the workers of the 
Netherlands as early as the 13th century, and the fustian 
weavers of Milan were known in the 14th. The factory system, 
however, was developed during the 19th century, chiefly after 
1868, under the impulse of the protective tariff, and at first 
largely by Swiss enterprise; Italy had been one of Switzer- 
land’s best customers, and the Swiss manufacturers built mills 
there to escape the new protective duties. The more recent 
factories, however, owe their origin mainly to Italians and Italian 
capital, and the Swiss element is gradually becoming less im- 
portant. The joint-stock principle is as popular in Italy as in 
Lancashire, but the Italian companies are in a stronger financial 
position, as they rely less on borrowed capital. The chief centres are 
Lombardy, Piedmont, Venetia, Campania, Liguria, and Tuscany, 
which produces sewing-cotton as a speciality. The district 
between Milan and Lago Maggiore, including the provinces of 
Milan and Como, is said to bear a striking resemblance to 
Lancashire, but the manufacturing centres are smaller and at 
longer intervals. Italian mills are mostly modern and fairly 
large buildings equal to the most modern specimens in Lancashire, 
but more spacious, with wider gangways and a greater distance 
between the machines. Electrical and turbine driving is in- 
creasing, and gas-engines are employed in some important mills. 
Machinery is supplied from Lancashire, automatic looms being 
in special favour; the total cost of textile machinery is said to 
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be about 30 per cent. more than in England. A combined system 
of ventilation and humidification has been introduced. The most 
important markets are South America, the Levant, and the 
Balkan States. 

The social conditions of the industry are favourable. Both in 
Switzerland and Italy food and clothing have generally become 
cheaper during the last quarter of a century ; mill boarding-houses 
exist also in Italy, and house-rents are much lower there than in 
Lancashire. Co-operative stores, friendly societies, and savings 
banks flourish, and many workmen have investments in industrial, 
especially agricultural, undertakings. In the Continental textile 
trades generally no such divorce has taken place as in England 
between the agricultural and mechanical industries. The effect of 
the maintained connection has been to promote home-work and 
the employment of a better class of factory-workers, and to check 
the spread of trade-unionism. In the cotton industry the 
relations between masters and workers have as a rule been good, 
a natural effect of difficulty in obtaining an adequate supply of 
labour. Mr. Besso is to be congratulated on the production of 


an interesting and suggestive volume. 
F. J. FARADAY 


Economics of British India. By JapunatH Sarkar, M.A., 
Professor, Patna College. (Calcutta. 1911.) 


A SERIOUS exposition of the economics of India by an Indian 
cannot fail to awake interest. In India religion and social usage 
must powerfully affect the operation of economic laws, but in 
what way they accelerate or retard the wheels of industry few 
Europeans are in a position to say. Upon this aspect of the 
economics of his own country an Indian speaks with unrivalled 
authority, and his point of view is so essential to a thorough 
mastery of the problem that it may be confidently asserted that 
an authoritative work on Indian economics can only be written 
by an Indian. The writer of the present book, Mr. Jadunath 
Sarkar, appears to possess the further essential qualifications of 
courage and independence. He frequently differs from the 
opinions which are popular with his countrymen, and he does 
not hesitate to say so frankly and incisively ; in spite of all that 
has been written, he declares unequivocally that, so far as he can 
see, no case has been made out in favour of protection in India 
at present. He frequently emphasises the unpalatable truth 
that the backwardness of Indian industry is due to faults of 
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Indian character; in so far as he assumes these faults to be 
permanent and ineradicable, I am inclined to think he is over- 
pessimistic, but of his courage in putting these considerations 
squarely before his countrymen there cannot be two opinions. 

Mr. Sarkar is already favourably known to the Indian public 
as the author of a scholarly work on The India of Aurangzib. 
The conscientious investigation of detail which was a charac- 
teristic of that work is not less evident in the present economic 
treatise. Much information which is only accessible in Blue- 
books and official publications is here presented in a convenient 
form. If literary considerations may be allowed weight in a 
treatise on economics, the book is rather overweighted with 
miscellaneous information, and in consequence is serious, almost 
heavy, reading. Still, it must be borne in mind that these facts 
and these statistics, with which students of official literature are 
familiar enough, are not known to a wide public in India; if 
they were, the belief that India is growing poorer would not be 
so common. Mr. Sarkar’s reflections upon the rise in the 
standard of comfort in his chapter on Consumption (Chap. IV.) 
are shrewd and convincing, and are fortified by some interesting 
personal observations, as, for instance, ‘Many servants, petty 
traders, and professional men of the towns, now take aerated 
waters and ice. The habit of drinking tea is very rapidly spread- 
ing, the number of its consumers probably doubling every five 
years. Within our own observation the use of gold ornaments 
has extended to classes which formerly wore silver. Our ladies 
certainly encumber themselves with fewer ornaments than their 
grandmothers, but what they do wear is mainly gold.” 

Mr. Sarkar appears to hold that caste is a serious impediment 
to the industrial development of India. “Rapid extension of 
business, change of profession, and rise from a lower to a higher 
rank in the scale of labour, are extremely difficult among those 
communities which observe caste. Hence the cotton industry of 
Western India is mainly conducted by Parsis, the jute industry 
of Bengal by Europeans, our foreign trade by Europeans, Parsis, 
and Muhamadans, and the import cloth trade and internal distri- 
bution are in the hands of Marwaris—all of whom are free from 
caste, and all but the last of whom have no vexatious restrictions 
about food.” 

The least successful portions of this little treatise are those 
which deal with currency and the various systems of land tenure. 
In regard to the latter Mr. Sarkar appears to labour under a 
prejudice against the ryotwari and mahalwari systems; it 
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surely is excessive to say that the “magic of property” is absent 
where either of these systems prevails, solely on the ground that 
the cultivator’s idea of fair rent cannot prevail against the 
opinion, or even the arbitrary will, of the State landlord’s agent, 
the Settlement officer. A property which exists by virtue of the 
equitable practice of the Government may be very valuable, 
though it is not legally defined, and Mr. Sarkar, in fact, admits 
this when he recognises that the cultivator who holds from the 
State can raise money easily (too easily, he says) upon the 
security of his land. 

One of the most valuable portions of this book is the preface, 
which is, in effect, an address to Mr. Sarkar’s countrymen upon 
the spirit which should animate them in grappling with the 
economic and social problems of their country. This is a subject 
upon which an Englishman cannot presume to offer advice, but 
few of them will withhold from Mr. Sarkar their tribute of silent 


admiration. 
T. Morison 


The Economic Transition in India. By Str THEODORE Morison, 
K.C.I.E. (London: John Murray. 1911. Pp. 251.) 


Ir is the main thesis of this very interesting volume that 
India now stands in economic development where European 
countries stood previous to the industrial changes of the nine- 
teenth century, and that “India is now following the beaten path 
of economic development other nations have trodden.” “In the 
city of Bombay,” says the author, “the industrial revolution has 
already been accomplished. . .. The brown villages and never- 
ending fields with which he has hitherto been familiar are the 
India which is passing away; Bombay is the presage of the 
future.” Sir Theodore Morison shows, by many well-selected 
extracts and illustrations, that in the village life of India, in the 
conditions of agriculture and the absolute dependence upon the 
harvest, in the peasant’s indebtedness, in the position of such 
as the weaver in the economic organism, and in many other ways, 
there are endless similarities between India to-day and Europe 
as it was; and he infers, as the above quotations show, that 
with the increase of communication, the spread of knowledge, and 
the growth of capital, the India of to-morrow will bear a general 
resemblance to the Western Europe of to-day. 

In this forecast Sir Theodore Morison is in agreement with 
much current opinion in India, where a considerable part of the 
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educated class seem to desire, with patriotic fervour, the indus- 
trialisation of their country and the greatest possible development of 
manufacture. In my own opinion such a change is not, in the future 
which one can foresee, either desirable or likely. It is an 
unfortunate consequence of the English connection, that indus- 
trialism should present, itself to Indians as the royal road to 
prosperity and to a dignified position among nations. Because 
England in the Middle Ages bore many resemblances to India, 
and because industrialism has since made England rich and 
powerful, the subjection and the poverty of India must be due, 
it is thought, to the absence of it. Some new industries will no 
doubt be found as well suited to Indian conditions as the jute 
and cotton industries have already proved themselves. But surely 
Sir Theodore Morison misreads the times when he regards 
Bombay rather than the never-ending fields as the presage of 
India’s future. He rightly attributes the contemporary decay 
of village industries in India, as they have decayed formerly else- 
where, to the growth of specialisation consequent on the improve- 
ment of communications. But this improvement has also led 
to some degree of specialisation amongst nations, and, if regard 
be had to climatic conditions and to the aptitudes and habits 
of her people, it seems hard to believe that India will not obtain 
more wealth by obtaining from the West, in exchange for her 
raw products, most of those commodities which she now obtains 
in this manner, than by diverting her capital and her peasants 
from the fields of the country to Bombay, in order to make them 
herself. The fact that the prices of Indian exports have been 
rising a good deal faster than those of imports, shows, I think, 
that a tendency is already at work enabling her to make these 
exchanges at a ratio more and more advantageous to herself. 
Nor is it unlikely that manufacturing nations have now reached 
the highest point of their relative advantage, and that the balance 
of exchange will move in future in favour of those countries 
whose advantage lies in the fertility and the extent of their soil. 

It is not to be supposed that Sir Theodore Morison holds at 
all extreme views on these questions. He is studiously moderate 
throughout. But he seems to regard as inevitable for India a 
widespread development on industrial lines, and the general 
tenour of his book is calculated to encourage the opinion, already 
so widely prevalent, that the prosperity of India in the immediate 
future largely depends upon the development of industries and 
upon the employment of her new capital in this direction. Yet 
is there not good reason to believe that, so far from this being the 
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case, her future prosperity is to be sought almost entirely in the 
application of more skill and knowledge, and especially of more 
capital, to the methods of agriculture? There are obvious difficulties 
in the employment in this way of large amounts of foreign capital, 
but every diversion of indigenous capital from agriculture, where 
her relative advantage is great, to industries, where, to mention 
one only of the difficulties, the relative positions of coal, iron, and 
the sea place her at a disadvantage, will be to the detriment of her 
economic prosperity. The mills of Bombay and Calcutta figure 
too large in the public eye. They have, and will continue to have, 
an insignificant influence on the general level of economic well- 
being throughout the whole extent of the country. The raising 
of the level of comfort amongst the vast mass of the population 
must be brought about by the application to the land of the brains 
and the capital of new India. Nor is it easy to believe that India 
will find in mills and factories the non-economic goods, which 
make up along with wealth the dignity of a nation. Sir Theodore 
Morison argues too lightly from the past to the future and from 
the West to the East, without a full enough consideration of the 
deep underlying factors, upon which the most advantageous 
direction depends of the resources of a nation. 

It must be added that the statistics, which are quoted from 
Professor Kale to prove that the proportion of manufactured 
imports to total imports is steadily diminishing, will not bear 
investigation. The figures for “imports of manufactures” given 
in official statistics, upon which Professor Kale’s conclusions seem 
to be based, are misleading and do not mean what they might be 
expected to mean. For a glance at the other categories shows 
that this heading excludes, amongst other items, all machinery 
and manufactures of metals, and would be more properly des- 
scribed as “other manufactured imports.” A further passage 
from Professor Kale, which Sir Theodore Morison quotes with 
approval, that the growth of raw imports “is an indication of 
our (India’s) growing industrial activity, as it shows that we 
have been importing raw material in large quantities to be manu- 
factured in this country, thus giving greater employment to 
labourers and larger profits to our manufacturers and merchants,” 
bears very little relation to the facts. 

Sir Theodore Morison devotes his two last chapters to the 
question of the “Drain.” His exposition of the correct theory 
governing the relation between India’s exports and her imports 
is very clear, and ought to be of great assistance in finally dis- 
pelling the mistaken views on this subject, once so widely held 
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but now repudiated by an increasing number of Indian economists 
of the younger school. But here also his statistics are not, in 
my opinion, altogether reliable, when he attacks the very interest- 
ing and difficult problem of the amount of the “potential drain,” 
i.e., the annual amount which would be due from India to foreign 
creditors, supposing no part of this were liquidated by fresh loans 
of capital. Sir Theodore Morison draws up a conjectural balance 
sheet for the ten years 1899 to 1909, as follows :— 


£ 
million. million. 
(1) Excess of exports over im- (4) Home charges less stores 
ports by sea including charged to revenue... ...  157°4 
treasure and Government (5) Interest on private Rall | 
transactions... 150°5 earnings of English 
(2) Net increase of Govern- merchants, etc.,freights } 56:0 
ment borrowings in Eng- earned by English el 
tard’... « 41°9 in Indian waters 
(3) Net increase of private 
loans by saith ssinasaiel 
ime 3 <a : = 
213°4 213°4 





Of the above items, which represent a ten years’ aggregate, 
(1), (2), and (4) are ascertained, and (3) and (5) are conjectural 
(although the difference between (3) and (5) is ascertained). It 
will be seen, therefore, that the annual charge under (5) is 
estimated at about £5,600,000, and the annual “potential drain” 
at £21,300,000. The following corrections are, I think, necessary. 
Part of the borrowings under (2) are represented neither by 
Government imports into India, nor by payment of Home charges, 
but by the strengthening of the reserves (gold standard reserve, 
currency reserve, and cash balances) in England. ‘This accounted 
during the ten years under review for £16,000,000. In addition, 
as a slight set-off against the net increase of Government borrow- 
ings in England, there is the tendency for rupee debt formerly 
held in England to be bought back by India. This accounted 
for £4,700,000 during the ten years (referred to by the author 
on p. 186, but not included in the balance sheet). These two 
items reduce the excess of (5) over (3) from £35,000,000, as 
calculated by Sir Theodore Morison, to £14,300,000 or £1,430,000 
annually. But there are two other items to consider. Sir 
Theodore Morison has excluded the exports and imports by land 
on account of the untrustworthiness of the data. But the re- 
corded imports exceeded the recorded exports by no less than 
£8,100,000, and it is likely, therefore, that there was some 
actual excess of imports over exports. If, to be well on the safe 
side, we put this at no more than £4,300,000, the annual excess 
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of (5) over (3) is reduced to £1,000,000. Lastly, there is the 
balance of private remittances in both directions, other than loans 
and interest. “The English merchants, bankers, lawyers, and 
officials living in India,” Sir Theodore points out, “remit to their 
homes sums which in the aggregate exceed the remittances of 
Indian merchants from foreign countries, and the sums remitted 
or brought home to India by labourers or coolies.” On the other 
hand, “remittances for the support of missions in India must be 
in the aggregate considerable.” Against the expenses of tourists 
in India there is to be set the expenditure of 1,000 Indian students 
in England. With regard to freight, it is worth pointing out 
that, since exports are reckoned f.o.b., and imports c.i.f., this 
is already allowed for, except in so far as the coasting trade is 
carried in British vessels. On the whole, it seems likely that 
the balance of these miscellaneous remittances must be against 
India and must swallow up the balance of £1,000,000, which, 
excluding items (3) and (5), the balancing of previous items had 
left in her favour. 

Our calculations point, therefore, to the conclusion that during 
the ten years 1899 to 1909 the interest payable abroad on private 
capital previously invested in businesses or companies in India 
was approximately balanced by the private capital newly invested 
during the same period. It is difficult to estimate the amount. 
Extravagant statements are often made as to the amount of 
foreign capital in India. As an annual average for this ten-year 
period, I should place the amount of new capital privately in- 
vested at between £4,000,000 and £5,000,000 (including in this 
the trading capital of merchants and bankers), and the interest 
payable on former private investments at the same amount. 
Taking an intermediate figure of £4,500,000, the aggregate 
balance sheet for the ten years now appears as follows :— 


£& 
million. million. 
Excess of exports over imports Excess of imports over exports 
by sea including treasure by land... ... oe 43 
and Government trans- Excess of Government. re- 
actions ... 150°5 serves and balances in 
Net increase of Government London ... .. 16°0 
borrowings in England ... 41:9] Interest on private “capital in 
Net increase of private loans India owned abroad ... 45°0 
to India by European Rupee debt bought back by 
capitalists ... ... ... ... 45° India... 4-7 
Home charges. less stores 
charged to revenue... 157°4 
Excess of miscellaneous remit- 
tances from India over those 
COUNAOUR, <5. seni cane ses con 
237 °4 287°4 
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According to this calculation, the annual “potential drain” 
amounts to £21,240,000, which agrees almost exactly with 
Sir Theodore Morison’s conclusion on this head. The allowance 
for interest on private capital and for miscellaneous remittances 
also agrees with his. But the estimate of private capital newly 
invested is more than double. 

With regard to the places of custom and competition in Indian 
economic life, Sir Theodore Morison amplifies the very admirable 
account of the matter which he gave in his earlier volume on 
the Industrial Organisation of an Indian Province. His view 
seems very convincing, that the importance formerly assigned 
to custom, as opposed to competition, arose erroneously, partly 
out of the slow rate at which economic conditions were changing 
when they first came under the notice of English observers, and 
partly out of the difficulties which these observers had in distin- 
guishing where competition in fact prevailed and where it did 
not, in conditions where a money economy was the exception 
rather than the rule. 

Sir Theodore Morison adds to a lucid and attractive style a 
sure eye for. what is interesting and important, and he succeeds 
in dealing with some highly controversial topics in a manner 
full of sympathy for other points of view, and singularly devoid 
of partisanship. There are many matters which the author puts 
in a truer and clearer light than they have been in before, and 
the book should be read by every student of the national economics 
of India. 

J. M. KEYNES 


Workmen’s Insurance in Belgium. By E. H. LE&wInskI- 
CoRWIN. 122 pp. (New York: 1911.) 


THE author describes the systems of insurance against 
accident, sickness, invalidity, old age, and unemployment which 
prevail in Belgium, and gives numerous statistics as to their 
operation. The following are the principal facts respecting these 
different forms of insurance. 

Accident.—The law is in many ways similar to that in this 
country. The employer has to pay compensation in cases of 
accident. He is not bound to insure against his liabilities. But, 
if he does not insure, in ordinary circumstances he has to contri- 
bute to a guarantee fund, administered by the Government, to 
provide compensation in case of his inability to do so. 

Insurance in certain companies recognised by the Government 
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relieves the insurer of his liabilities. Commercial insurance com- 
panies are very closely regulated as regards the issue of accident 
insurance. 

There are a number of mutual insurance societies of employers. 
Proposals have been made that such societies should be compul- 
sory, after the model of Germany, but hitherto unsuccessfully. 

Sickness.—As in other countries, there are a number of estab- 
lishment funds, to which the employer generally contributes 
liberally ; in some cases he supports the fund wholly. Apart from 
these, sickness insurance is effected through mutual societies. 
Small subsidies are paid by the State. Only a small part of the 
population is insured. 

Invalidity and Old Age.—It is in this sphere that the experi- 
ence of Belgium is most instructive, if we except her experience 
in unemployment insurance. 

Liberal subsidies are paid by the public authorities, by the 
State especially, on provision made against invalidity and old age 
—the system provides for old age rather than for invalidity—more 
particularly on provision effected by means of mutual societies ; 
the history of insurance in Belgium forcibly shows the advantage 
of working through mutual societies. There has been a remark- 
able growth in recent years in the number of persons by whom 
provision is made. It is of interest to note that it was found 
expedient to grant exceptional terms of assistance to persons 
elderly when the new scales of subsidies were brought into force. 

Various criticisms have been made against the system—that 
the subsidy is too large (it is estimated that about 45 per cent. 
of the amounts provided comes from State, provinces, and muni- 
cipalities) ; that the poorer class of workers are but little benefited ; 
&c. But, on the whole, the law seems to have met with much 
success. 

A characteristic of Belgian as of other Continental mutual 
organisations is that they are, or tend to become, definitely 
political and religious (or anti-religious) societies. This is another 
peg for objections to a system which works mainly through mutual 
societies. 

The relation of housing to insurance deserves a word of 
mention. The provision against invalidity and old age is effected 
by making deposits (made, as stated, generally through mutual 
societies) in a special fund under the auspices of the Government 
for the purchase of annuities. This fund affords special facilities 
for the purchase by workmen of their houses by instalments, and 
enables workmen to take out an insurance whereby, in case of 
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their death, the balance of the instalments due are immediately 
paid, and the house becomes the unfettered property of the heirs. 

Unemployment.—The inception of the Ghent system, 
whereby subsidies are granted on unemployment benefit paid by 
trade unions, is described, and particulars given of its extension 
to other municipalities of Belgium, and of the subsidies granted 
by provinces and State. 

Some special funds, more especially the miners’ funds, are 
separately described. 

The author, unfortunately, has made little attempt to analyse 
the significance of the information which he gives. But the book 
is a useful collection of facts. 

I. G. GIBBON 


La Question de la Situation financiére des Chemins de fer de 
l’Etat belge. By Dr. Lton pve Litwinsxi. (Bruxelles: 
Goemaere. Pp. 118.) 


THE trustworthiness of the financial reports of the Belgian 
State Railways has been frequently a matter of discussion. Such 
an obvious irregularity as that of not charging the pensions of 
retired railway servants to the railway account fed suspicion. 
This particular defect was remedied some six years ago. The 
financial position of the railways, however, continues to be a 
fruitful source of discussion. 

Dr. de Litwinski in this monograph has not attempted to 
clear up the position. He has simply stated the problems, and 
indicated with great clearness the directions which investigations 
must take. The main difficulty appears to be traceable to the 
neglect to keep the finances of commercial enterprises undertaken 
by the State separate from the general finances of the State. 
For instance, it is impossible to learn what is the interest the 
Belgian State has to pay on the debt incurred on behalf of the 
railways. The amount of the debt is known, but since 1878 an 
arbitrary rate of interest has been applied. This rate has been 
reduced from time to time. It is essential to know whether the 
original rate corresponded to the average rate on the debt as 
existing in 1878, and whether subsequent reductions correspond 
to the lower rate of interest at which fresh moneys have been 
borrowed for railway purposes. 

If the sinking fund is examined, there is a similar suggestion 
of unreality. An arbitrary period of ninety years has been chosen 
as the period for capital redemption. This number of years was 
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chosen because it corresponded to the normal period for a railway 
concession. It bears no relation to the life of a railway as repre- 
sented by the life of its rolling stock, its bridges, its stations, its 
workshops, &c. The sinking fund may be adequate. On the 
other hand, it may be wholly inadequate. The matter is not one 
that debates in the Senate or Chamber will settle. Exactly the 
same question may be noticed in connection with municipal 
tramways in this country. 

Even assuming that these and many similar matters were 
dealt with, and it was then found that the railway profits were 
insufficient to pay the interest on the capital employed in the 
railway, and to provide the sinking fund, it would not be proved 
that the return which the railways yielded was unsatisfactory. 
It would, however, be true that the Belgian ideal of an exact 
balance would not have been attained. There are many indirect 
benefits which may accrue to the State from the encouragement 
of trade by low rates and fares. There are benefits which accrue 
to the nation from concessions like the very low fares granted 
to workmen by the Belgian State Railways, fares so low as not 
to be commercially justifiable in many cases. ‘Consumers’ 
rent” is not to be ignored when railways are owned and worked 
by the State. 

The rise in the ratio of working expenses to receipts, com- 
bined with the continued growth of the capital employed in the 
railways, has led Dr. de Litwinski to conclude that railways obey 
the law of “diminishing returns,” and that this may disturb the 
financial position of the State railways. It is by no means certain 
that railways do obey this law. When fresh capital is expended 
on some new work, years must elapse before the traffic grows to 
the accommodation. The last decade of last century was a period 
of heavy capital expenditure, and in many cases the traffic has 
not yet overtaken the increase in accommodation and capital. 
Further, there is no doubt some capital was expended unwisely. 
There are already signs, however, that the position is improving. 

Dr. de Litwinski has made a valuable contribution to the 
criticism of State Railway accounting, and of the ‘“Compte 
Rendes des opérations” of the Belgian State Railways in par- 
ticular. If only some of the additional information which he has 
indicated as requisite is given in future returns, the financial 
position of the Belgian State Railways will be less obscured. 
W. TETLEY STEPHENSON 
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Philosophie Economie Politique Socialisme. (Contre EvGiNE 
Dturing.) Par FrEpERIc ENGExts. Traduit sur la 6° edition 
allemande avec une introduction et des notes, par Edmond 
Laskine. Bibliothéque Socialiste Internationale, VIII. 
(Alfred Bonnet.) (Paris: V. Giard et E. Briére. Price 
10 fr.) 


It is quite a significant thing that of Engel’s attack on the 
blind, passionate German professor who inspired the Diihringcultus 
only the chapters that summarised the Marxian system have 
been translated into English. In the ample preface of M. Laskine 
to the French edition, it is, on the contrary, the philosophic 
basis that is set in the light. ‘Anti-Diihring” is not a mere 
echo of a forgotten battle. The recent controversy that centred 
round Bernstein’s Voraussetzungen des Socialismus shows that, 
on the Continent at least, it is still vital to inquire how far 
Marx was a Hegelian, how far he and Engels admitted the 
influence of political force in the formation of social states, and 
what limits they set to the power of economic forces. M. 
Laskine gives us a picture of Dihring’s life and an outline of 
his position. This he follows with an inquiry into the relations 
between the Marxian and the Hegelian dialectic. “Thus the 
Marxian dialectic differs from the Hegelian in that it is 
materialistic and empirical. It is materialistic in that the 
dialectic is no longer the ‘ auto-evolution ’ of the absolute concept 
unfolding itself in nature and in history; the real movement is 
no longer the reflection, the phenomenal appearance of the ideal 
movement. It is empirical just as it is materialistic. From 
the moment that the movement of the idea is no more than a 
translation of the movement of things, the possibility of an a 
priori deduction of the history of the world and of men dis- 
appears.” “What then is left of Hegelianism? The system 
disappears, the method remains.” M. Laskine expresses a just 
complaint and repugnance about cette malheureuse expression 
qui fait du “Capital” la “ Bible du Socialisme,” and he makes 
an excellent comparison between the exposition offered by 
Engels in the second and third parts of this work, and the 
argument as given in the volumes of Das Kapital. 

The notes that have been added to this edition are not 
irritatingly profuse, but they are occasionally superfluous. Was 
it necessary to explain Goethe’s Dr. Faust and his Wagner? 
The majority of the notes, however, fulfil the true function of 
notes in a translation and re-issue such as this—they explain 
half-forgotten names and allusions. ROBERT JONES 
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Le Mouvement Physiocratique en France de 1756 41770. Par 
GEORGES WEULERSEE. (Paris: Félix Alcan. 1910. 2 tom. 
Pp. xxxiv.+617, 768. 8vo.) 


Les Manuscrits Economiques de Frangois Quesnay et du Marquis 
de Mirabeau aux Archives Nationales, Inventaire, Ezxtraits, 
et Notes. Par GEORGES WEULERSEE. (Paris: Geuthner. 
1910. Pp. vii.+150. 8vo.) 


THE revival of interest in France in the study of the Physio- 
crats continues to manifest itself with remarkable energy. The 
old volumes are being reprinted one after another by the Librairie 
Geuthner. Unpublished manuscripts are ferreted out and sent 
to press. Essays historical, biographical, exegetical, follow each 
other in quick succession. Professor Weulersee of the Lycée 
Carnot thinks France is still behind in recognition of the Physio- 
crats. It was left to Frankfurt to erect a monument to Quesnay, 
and to the Royal Economic Society to publish the centenary 
facsimile of his Tableau CGiconomique. ‘There are excellent 
French monographs, notably those of M. Schelle, but a complete 
French treatise is still wanting. M. Weulersee aspires to fill this 
gap. We have here two bulky volumes, with more to follow, 
and a “supplementary thesis” on the manuscripts of Quesnay 
and Mirabeau in the Archives Nationales. 

Turning first to the manuscripts, though they are now well 
known and have been recently worked over by several writers, 
we are grateful for the inventory and for some of the extracts, 
notably the observations of Quesnay, and the speeches of Mira- 
beau at the Assemblées économiques which were the precursors 
of our Economic Clubs. Quesnay weighed his words, and almost 
any fragment of his work is worth preserving. Mirabeau is a 
vivacious bore. His interminable flow of language is enough to 
damp any enthusiasm. He never uses one word where five will 
do, and he goes over and over the same ground so often that 
the reader is only kept from yawning by the variety of his 
allusions and the bravery of his picturesque style. He was so 
lenient a judge of what he should publish that the odds are 
greatly against the advantage of printing now what he had 
himself mercifully held back. It is hard to find in these extracts 
something which he has not, in some form, said elsewhere. But 
we may make an exception in favour of his speeches. They show 
us the orator-father of the famous son, and bring to life again 
the Economic Tuesdays which were part of the Physiocratic 
movement. 
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In editing these extracts, M. Weulersee has been sparing of 
comment. Upon Quesnay’s remark that without an advisory 
council monarchy would be an armed lunatic he observes that 
this is curious doctrine for the future head of the school of legal 
despotism. But he has forgotten for the moment that Quesnay’s 
despotism was to be enlightened, and that such a council would 
have for its function to enlighten it. In one of these letters 
Quesnay relates a discussion between the Controller-General 
(Bertin) and himself on the advisability of taxing unproductive 
expenditure (luxe de décoration). The Minister recalled the 
arguments of Melon. Was not wealth so expended merely trans- 
ferred from hand to hand, and not all waste? ‘No doubt,” 
replied Quesnay, “some of it is not waste. The question is, how 
much? And this is not to be judged deductively, but must be 
appraised and estimated.” ‘Estimates are very risky,” said 
Bertin. ‘Wonderfully close,” was the answer, “in the predic- 
tions of an eclipse.” Nothing could be more characteristic of 
the strong and the weak points of the Physiocrats. 

Passing from the manuscripts to the volumes on the move- 
ment, we may express the hope that M. Weulersee’s painstaking 
account of the school and its opponents coming down to 1770 
will be definitive. His history is the most complete that has yet 
appeared for that period, and is probably sufficient for all practical 
purposes. It would have been more interesting if he had com- 
pleted this history, even at the risk of abridging his lengthy 
exposition and examination of doctrine. In a work of such 
magnitude it would be ungenerous to pick out small defects, but 
it is permissible to point out that in his references to Cantillon 
the author is singularly unfortunate. He assigns a wrong date 
to his death, states that the well-known Essai of 1755 was 
published by Mirabeau in consequence of the appearance of a 
faulty edition (two erroneous assertions), and misses the essential 
point that the Essai was the germ of L’Ami des Hommes, which 
grew out of it as a commentary. The first volume of THE 
Economic JOURNAL, quoting largely from these very manuscripts 
of Mirabeau, has evidently, like the passages themselves, escaped 
the professor’s attention. The opinion that the decline and fall 
of the movement dates from 1770 is one which M. Weulersee 
may see fit to revise when he comes to complete his task by 
writing the history of the later period. Some reservation may 
also be expressed as to the critical portion of the work, which 
cannot be enlarged upon here. But the student who desires to 
quarry in the subject covered by these two volumes may be 
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confidently referred to the mass of information which they 


contain. 
Henry Hiaes 


Die Oekonomische Entwicklung Europas bis zum Beginn der 
kapitalistischen Wirtschaftsform. By MaxIME KOowALEWSRY. 
Vol. IV. 1909. Pp. 512. 850 marks. Vol. V. 1911. 
Pp. 458. 8°50 marks. 


THESE volumes are a continuation of the authorised translation 
into German from the Russian original of Professor Kowalewsky’s 
great work on the economic development of Europe during the 
Middle Ages, or, as he styles it, ““up to the commencement of the 
capitalistic organisation of economic life.” 

In the first volume he dealt with the Roman and Germanic 
elements in medieval land tenure, in the second with the feudali- 
sation of land-tenure, in the third, reviewed in this Journal in 
March, 1906, he described the organisation of manorial life in 
England, Germany, Italy, and Spain during the second half of 
the Middle Ages. The fourth volume now under review deals with 
the process of freeing the peasantry in Italy and Spain, and the 
peasants’ risings in France, Belgium, and England. Nearly half 
the book is concerned with the peasants’ revolt in England and 
its outcome. One therefore specially deplores the fact that the 
translation should be into German and not into English, for 
although the translator, as far as a foreigner can judge, has done 
his work well, yet a translation is always more laboured than the 
original, and these volumes are very difficult reading. 

Whereas the first four volumes are concerned with agricul- 
tural conditions, the second volume under review (Vol. V.) deals 
with the organisation of industrial life in the Middle Ages, the 
illustrations being drawn from ail the West European countries. 
The subjects dealt with are the organisation of industry in the 
manor, the origin of the gilds and their economic characteristics. 
The history of the Black Death and its economic consequences 
occupies the major portion of the book, and Professor Kowalewsky 
deals in turn with the ravages of the plague and the resultant 
confusion in Italy, Spain, France, England, Austria, Switzerland 
and Germany. 

It will be seen that these volumes cover a vast field, and are 
especially valuable because they do cover so large a field, bringing 
together the facts of the changes in different countries at the 
same epoch in a way which makes it possible to institute com- 
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parisons, while much that is dealt with has hitherto been inacces- 
sible to the ordinary student. Of especial value in this connec- 
tion is the account of the developments in Italy and Spain, which 
reveals to the English economic historian an almost unknown 
field. 

Of great interest is the account which Professor Kowalewsky 
gives of the disappearance of serfdom in Italy. He controverts 
the view of Professor Loria that the disappearance of serfdom 
was due to the fact that the vacant ground became appropriated 
and that therefore it was no longer necessary to bind people to 
the land. He considers that the primary cause of the freedom 
of the peasantry was due to the activity of towns that were large 
enough to carry on external trade. It was to the interest of these 
towns to advocate freedom in order that they might get access 
to raw material. Then the growth of capital in the towns led 
to the wish on the part of the citizens to invest capital 
in land. The feudal system with its serfs bound to the 
soil on an hereditary tenure was a hindrance to the free 
investment in land, and was another cause why the towns 
were hostile to serfdom. Hence the towns of central Italy 
initiated the freeing of the serfs en masse, not in order to give 
the land to the peasants, as in France, Germany, Austria, and 
Russia in the nineteenth century, but in order that the towns 
might be able to invest in land when it became a marketable 
commodity. In Italy itself the process of freeing the serfs took 
two centuries, beginning in the thirteenth century with the lands 
round Assisi, Bologna, and Florence. The towns were chiefly 
concerned to obtain freedom of the person for the serf, and the 
means by which the various Italian towns tried to secure this are 
dealt with very fully. In districts where the feudal elements 
were especially strong, the towns could only secure a change in 
land tenure, not personal freedom. Here we get a transition from 
services and gifts in kind to a system of copyhold, leasehold, or 
some form of rent. This happened in Romagna and Piedmont. 

A very interesting chapter is devoted to the réle of the Italian 
towns in breaking up the system of cultivating in common, 7.e., 
not merely altering personal status and land tenure, but helping 
to carry out a revolution in methods. The investment of the 
capital of townsmen in land and the growth of a farmer class bent 
on improvements is traced for Italy in Chapter II. It is interesting 
to find that in Brescia in 13803 there was a special post created to 
assist the enclosing of land and the abolition of common fields. 
Indeed, there soon arose a considerable market for land, and there 
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was a considerable demand for it in the thirteenth century (p. 164) 
in Italy. 

Much the same revolution was, in fact, going on in Italy in the 
fourteenth and fifteenth centuries as occurred in England in the 
sixteenth, namely, the substitution of the town bourgeoisie for 
the nobles as landowners, the substitution of the short lease and 
share system for hereditary tenure, the division of land into com- 
pact holdings, the rise of the wage-earning agricultural labourer, 
and a great improvement in the methods of agriculture. Professor 
Kowalewsky illustrates this very fully from Florence. 

In Spain he shows in the same way that the freeing of the 
peasantry was carried out by the municipalities and the monarchy, 
the latter seeking in the middle class support against the 
nobles, and therefore concerned in carrying out their wishes. 
In Majorca serfdom died out because the townsmen wished to 
utilise slave labour instead of serfs. Towards the end of the 
fifteenth century, under Ferdinand and Isabella, the Spanish 
peasantry were free in all: but a few districts, and the town 
latifundia cultivated by slaves had swallowed up the small peasant 
holdings (p. 236). 

In Volume V. Professor Kowalewsky discusses the question 
of the survival of the gilds from Roman times, and comes to the 
conclusion that the paucity of such survivals proves indirectly 
that with the coming of the barbarians the pivot of industrial 
life was altered. For centuries industrial work takes on a pro- 
prietorial or manorial character, and such industry as there is is 
carried on by the unfree workers, whose organisation Professor 
Kowalewsky describes. 

He does not consider that the origin of the gilds is to be sought 
in the manor or, as Eberhardt maintains, in its officialdom which 
supervised industrial work (magisterium). Neither does he belong 
to the group of historians who trace the craft gilds back to Roman 
origin. He considers that they originated in the brotherhoods, 
or fraternitates, which arose in connection with the Church, 
that these brotherhoods split up into groups consisting of workers 
of the same type, to which the municipalities gave the oversight 
of the trade for police reasons, and that the monopoly of the trade 
followed (p. 96). He gives illustrations in support of this view 
from the craft gilds of Italy, France, Germany, and Flanders. 

“With the exception of the right to compel men to belong 
to the craft gilds (Zwangsrecht), which needed especial confirma- 
tion from the town authorities, there are to be found in the 
earliest unions of hand-workers, or gilds, scarcely any other 
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objects than such as are religious or charitable, the care of the 
sick and the obligation to take part in funerals. To these duties 
are attached the receipt of the entrance fees and the regular 
yearly contributions for the lighting of the altar, for the poor and 
the sick, and finally the payment of dues to the lord or the 
town” (p. 75). . 

But Professor Kowalewsky is still not prepared to say that 
the Roman gilds, especially the sodalitia, were not the model 
for the European gilds. “The similarity of the craft gilds through- 
out the whole of Europe naturally raises the question as to where 
their first model, that was imitated by all countries, is to be sought. 
And so we stand again before the unsolved and perhaps insoluble 
question as to the historical place of the Roman associations in 
influencing the external form of the medieval craft system” 
(p. 145). Space prevents us dealing with the interesting chapter on 
the economic characteristics of the gild system or with that 
on the labour questions of the Middle Ages. Professor Kowalew- 
sky shows in this latter chapter that the fixing of wages and 
prices had found almost “universal recognition” (p. 220), and 
when the great plague created an enormous demand for such 
labour as was left, it is interesting to notice how every Western 
country tried to fix wages so as to prevent their increase. One 
of the most instructive chapters on the Black Death is that on 
its effects in Spain, as we have hitherto known so little about 
the ravages of the plague in the Peninsula. In a former volume 
Professor Kowalewsky showed that since Spain was so sparsely 
populated there was comparatively little serfdom and a large 
amount of slavery. The effect of the Black Death seems to have 
been to increase this tendency to work large estates with slave 
labour, to the detriment of the surviving peasants. The very 
familiarity with serfdom in the nineteenth century and its 
abolition, and the problems arising therefrom, makes a Russian 
scholar the ideal interpreter of the medieval manorial system. 
This book will for a long time be the text-book for those who wish 
to study Continental economic conditions during the Middle Ages. 
One can only hope that it will soon reach us in the more accessible 
French, in which Professor Kowalewsky has written so many of 
his books, or, better still, in English, for the growing school 
of economic historians and students badly need some such book 


of reference. 
LILIAN KNOWLES 
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Die Soziale Frage in Australien und Neuseeland. Bd. IL., 
Australien in Politik, Wirtschaft, und Kultur. Von Dr. 
ROBERT SCHACHNER. (Jena: Gustav Fischer. 1911.) 


Der Kampf zwischen Kapital und Arbeit. Von Dr. ApoLF 
Weser. (Tibingen, Mohr. 1910.) 


Grundziige der Volkswirtschaftslehre, Ein Studienbehelf fiir 
Hochschiiler. Von Dr. Hermann RITTER von SCHULLERN. 
(Wien und Leipzig. 1911.) 


Die Erschiitterung der Industrieherrschaft und des Indus- 
triesozialismus. Von GERHARD HILDEBRAND. (Jena : 
Gustav-Fischer. 1910.) 


Ir the nineteenth century was the age when attention was 
principally paid to the question of the production of wealth, the 
twentieth may be said to be the age when the question of its 
distribution occupies the foremost place. The first three books 
in our list, showing as they do the line of inquiry on which 
scholars in Germany are engaged, offer some proof of the truth 
of our assertion. 

Professor Schachner’s excellent descriptive study of the 
industrial condition in Australia has the merit of being compre- 
hensive, and fortified at every step with reliable figures. Aus- 
tralia, as we know, has long offered the best object-lesson in 
the carrying out of social legislation, and both economists and 
politicians have turned their attention to the southern hemi- 
sphere in order to learn by its experience. It is curious that 
up to the present German scholars have written some of the best 
books on the subject, and among them, perhaps, Professor 
Schachner’s stands first. He begins with the labour market 
and ends with wages and the conditions of labour. The field, 
therefore, is not large, but in this book it is well filled. The 
picture we see is unique in the industrial annals of mankind. 
Here is a land where infant mortality is exceedingly low, where 
the “industrial diseases” claim but few victims, where prisons 
are not full and workhouses are empty. And how is all this 
brought about? By the influence of powerful trade unions, and 
extended State action to protect the labourer—to regulate his 
wages, to guard him against accidents, to fix limits to his 
working day, and more besides. Readers will find a full account 
of these things in Schachner’s book, as also of the history of 
the trade union movement in Australia. Perhaps the most 
interesting feature of the work is the discussion of anti-strike 
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legislation and its results. Despite the good intentions of 
legislators, Australia, it seems, is not altogether rid of 
strikes. 

This seems a remarkable conclusion, and Professor Weber, 
in what will prove to be a first-rate book on the struggle between 
labour and capital, tells the same tale. ‘The actual number of 
strikes will in the near future,” he says, “probably be less than 
hitherto; but when strikes do come about, the struggle will be 
much more intense and widespread.” Professor Weber’s work 
is a systematic study of the whole labour question, and it offers 
very full information on pretty well every side of it. Thus, he 
carefully analyses the different forms which strikes may take. 
There is, first, the ordinary method of a general refusal to work. 
Then there may be the method of “passive resistance ”—what 
has been called the “ca’canny system.” The labourers come 
to their work but do not produce the usual amount. There is 
yet a third method. A group of workers gives notice to leave. 
They are succeeded by a second group. These work for a while 
and also give notice to leave—and so on, until the employer is 
exasperated. Everywhere Dr. Weber makes use of the best 
authorities. Indeed, a praiseworthy feature of his book is the 
full lists of sources, especially in learned journals, on different 
aspects of this most important question. Of course, he is chiefly 
concerned with German conditions, and it is interesting to find 
the statement, supported by the authority of many observers, 
that the German working classes are not worse off, and possibly 
better off, than their English confréres. 

On the theoretical side Dr. Weber is clear and full. He 
considers the part played in the labour question by the advance 
of technical science and by the growth of revolutionary ideas in 
ethics, in politics, in religion. Interesting, too, is his picture 
of the capitalist undertaker—a term which, according to our 
author, has not been sufficiently discussed in text-books on 
economics. It is true, of course (as Dr. Weber admits), that it 
is no easy task to obtain a well-defined notion of the work of 
the capitalist undertaker. But he makes an attempt neverthe- 
less, and with useful results. The past and the present of trade 
unions in Germany is carefully examined, and there is a good 
chapter on the international organisations connected with the 
labour movement. Very properly, too, Weber also deals with 
employers’ unions. And in both cases—in the trade unions and 
in the masters’ syndicates—he delves beneath the surface for the 
causes which keep the units together, and he has one or two 
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capital chapters on “the soul of the masses,’ their common 
interests, and their intellectual ideals. 

Altogether the book is a solid piece of work well worthy of 
attention. If we were to find fault with it it would be that the 
book is overloaded with the opinions of others in support of the 
author. On the other hand, it is sometimes useful to have a 
collection of opinions on burning questions of the day. One 
thing stands out in conclusion : Labour and capital are opposed 
to each other ; class war is not yet a thing of the past. So Dr. 
Weber thinks. Can anything be done, he asks, to lessen differ- 
ences and bring about a better understanding? His concluding 
words are worth quoting: “I know one means, and one only, 
by which it may be possible to find a common ground and prepare 
the way for social peace. That means is a clear and unpreju- 
diced knowledge of economic progress and its value.” 

That leads us at once to Professor von Schullern’s book on 
the Elements of Economics. It is not to be compared with the 
treatises of Wagner or Schmoller or Philippovitch ; it is just a 
text-book for students, covering the two courses usually given 
at German-speaking universities—on theoretical and practical 
political economy. Whether there was any real call for the book 
or not, we cannot say. On the whole, it seems desirable that 
students should go direct to the authorities themselves, and not 
to text-books about them. But this view must not be pressed. 
It is of some use to the student to have the several doctrines of 
recognised writers collected together. From this point of view 
Conrad’s well-known handbooks have served their purpose. But 
they are, no doubt, too German for Austrian students, and we 
do not know of any good text-book of the Austrian school of 
economists. This must be the excuse of Professor von Schullern, 
and, indeed, he has done his work very well. His plan, of 
course, made it impossible for him to deal at any length with 
all sides of his subjects. But he does ample justice to funda- 
mentals. The theory of value, the question of price, capital and 
wealth, rent and credit—all are made clear to the beginner. 
Everywhere the author endeavours to engage the attention of 
his reader by a good deal of descriptive matter. The chapter 
on Crises is good ; so is the account of banks and their activities ; 
and the theory of wages is carefully analysed. We need hardly 
add that throughout it is the method and teaching of the Austrian 
school that is followed. 

The fourth book in the list is different from the others. They 
are concerned—the first two entirely, the third to a great extent 
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—with questions of industry. Hildebrand is anxious to point 
out that Western Europe is too much industrialised, and that 
the growing neglect of agriculture may have dire consequences. 
Hitherto Europe has to a large extent been dependent on new 
lands for the products of the soil. The new lands, however, are 
themselves learning the mechanical arts, and are able to manu- 
facture for their own needs. He instances the awakening of 
Japan and China in this direction. And what is the burden of 
his message? That each State shall see to it that a balance is 
maintained between agriculture and industry. “For,” says our 
author, ‘“‘the whole possibility of the continued growth of a 
sound social life rests on an agricultural basis.” But this is not 
all. The United States of Western Europe must combine for 
the work if it is to be successful. This interesting thesis is dis- 
cussed and illustrated in some two hundred and forty pages, 
which contain but little of economic theory. But many a 
problem of importance is touched upon, though the conclusion 
is of the nature of a prophecy. The notion of a United States of 
Western Europe seems ever so far away as yet. Nevertheless, 
at a time when every new census shows that industrial pursuits 
are attracting more and more people, it is good to call a halt in 
order to consider whither we are drifting. This Hildebrand’s 
book attempts to do. Of his success every reader will judge for 
himself. 
M. EPSTEIN 


Die Juden und das Wirtschaftsleben. Von WERNER SoMBART. 
(Leipzig : Duncker and Humblot. 1911.) 


For several years past Professor Sombart has been at work 
on a thorough revision of his Modern Capitalism. When the book 
appears in its new form it will differ in many respects from the 
last edition, both as to facts and opinions. In the course of his 
researches Sombart was led more and more to the conclusion 
that the Jews have contributed very largely to the growth and 
development of the modern capitalistic system. So important did 
the problem seem to him that he laid aside his principal theme 
for a year or two and devoted himself to this secondary issue. 
The book before us is the result of his labours. 

At the outset it must be remarked that Sombart has shown 
a marvellous skill in mastering the literature which bears on the 
question. He has gone not only to the thousand and one books that 
deal with aspects of Jewish history and anthropology, but he has 
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also dipped into the original sources. Bible, Talmud, and the 
later codes—he has made use of them all. And he has produced 
a book which throws new light on an old problem. All his 
results may not be generally accepted, but we believe that the 
manner in which he presents them will find favour everywhere. 

Sombart starts out with the economic decline of the South, and 
the commercial and financial rise of the North in the fifteenth 
century. The reasons for the change adduced by economic 
historians do not satisfy him. It is not enough to say, he 
maintains, that the discovery of America was responsible for the 
shifting of the economic centres of Europe. Nor may the cause 
be found in the rise of well-knit nations in France, England, and 
Holland. In his view, the most important factor in the change 
was the wanderings of the Jews. They were expelled from Spain 
in 1492; from Portugal in 1497; from the German commercial 
cities in the same century—from Cologne in 1424 ; from Augsburg 
in 1440; from Erfurt in 1488; from Nuremberg in 1498. The 
same applies to the Italian States. They were driven from Sicily 
in 1492; from Naples in 1540; from Genoa and Venice in 1550. 

Where did the Jews go to? To England, to Holland, to 
Frankfort, to Hamburg, to the South of France. That accounts 
in large measure—in larger measure, at any rate, than has hitherto 
been held—for the rise of these places. Sombart deals with the 
question very fully, and bases his views on reliable authorities. 
He shows, furthermore, how Jews participated in the beginning 
of colonial expansion—in America, North and South ; in the West 
Indies, and elsewhere. Indeed, “‘a large proportion of the English 
colonial shipping trade was for a considerable time in the hands 
of the Jews.” 

It would only be natural to expect that Jewish influence was 
important in finance. Sombart goes into this question very 
thoroughly, dealing with the Jews as among the earliest stock- 
brokers, their use of credit instruments, and their contribution to 
what he calls “the commercialisation of industry.” What 
Sombart understands by this term readers will find clearly set 
forth and illustrated by the growth of the modern electrical 
industry. 

Perhaps the most interesting portion of the book is the 
attempt to show that the Jew has certain well-marked charac- 
teristics which make him essentially fitted for planting and ex- 
tending modern capitalism. In the first place, the Jews are 
scattered pretty well everywhere. Sombart quotes the Spectator 
(No. 495) in support of this view. (Incidentally, we get a 
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glimpse of the extensive material he has collected to illustrate 
his subject.) “They are ... so disseminated through all the 
trading parts of the world that they are become the instruments 
by which the most distant nations converse with one another.” 
In the next place, they have a mastery of languages. Then 
among their characteristics is a certain intellectual quickness and 
adaptability. In short,-those qualities which are demanded by 
capitalism the Jew possesses. It is obvious that this part of the 
theme is bound to be treated subjectively, and therefore, while in 
many cases Sombart has got hold of the truth in a most brilliant 
fashion, in others he is not always correct. Here and there the 
reader feels that the author is so permeated with an idea that 
he sometimes makes the facts of life and of history square with 
it. One or two examples only can be indicated here. He holds 
that money-lending was a feature of economic life among the 
Jews from the earliest times. Sombart’s proofs are hardly con- 
vincing. Nor is he successful in maintaining his. assertion that 
the Jews have always been wealthy. Nevertheless, even on these 
points he is worth reading. 

The book is a brilliant contribution, in Sombart’s best style, 
to the study of an important problem in economic history, and 


both the matter and the method merit close attention. 
M. EPSTEIN 
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NOTES AND MEMORANDA 


RICARDO AND TORRENS. 


In his recent monograph entitled David Ricardo, Professor J. H. 
Hollander takes exception to my ascription of the law of com- 
parative cost in international exchange to Torrens.’ As this 
is a matter of some little importance in the history of economic 
theory—an importance in no wise diminished by the fact that 
until recently no economist had recognised the applicability of the 
doctrine to domestic as well as to international exchange—I may 
perhaps be pardoned for reviewing the objections of Professor 
Hollander. 


I. 


The undisputed facts are as follows :— 

1. Torrens published in 1808 The Economists Refuted, in 
which he discussed the basic principle of international trade. 

2. Torrens wrote in 1814, and published early in 1815 his 
Essay on the Corn Trade, in which he repeated and elaborated 
his doctrine of international trade. 

3. The same doctrine was published by Ricardo in his 
Principles in 1817. 

4. The identical example, namely, the corn trade between 
Poland and England, which was utilised by Torrens (Essays 
on the Corn Trade, p. 388), was employed by Ricardo (Principles, 
McCulloch’s edition, pp. 82-3, 76). 

5. Neither Torrens nor Ricardo uses the term “comparative 
cost.” This term was introduced by Mill in his Unsettled 
Questions in 1844. Long before this time, however, namely 
in 1826, when Torrens published the third edition of his essay 
and repeated his doctrine, he based it specifically on the “‘com- 
parative advantages or disadvantages of production.” The 


1 Cf. Tue Economic Jovrnat, Vol. XIII. “On some neglected British 
Economists.” 
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important passage is this: “In the earlier edition of the Essay 
on the Corn Trade it was shown, the author believes for the first 
time, that . . . commodities, the cost of producing which is 
greater in foreign countries than at home, may, nevertheless, be 
imported, provided the comparative disadvantage of the foreign 
capitalist in producing any imported article be less than the 
comparative advantage of the domestic capitalist in producing 
the articles imported in exchange.” ! 

This passage is simply a paraphrase of the one in the earlier 
edition. While Ricardo, therefore, never used the term ‘‘com- 
parative cost,” Torrens first used the term ‘comparative advan- 
tage and disadvantage of production.” 


II. 


In The Economists Refuted, Torrens based his theory on what 
he calls the territorial division of labour. Professor Hollander 
intimates that by this Torrens meant something entirely different 
from the doctrine of comparative cost. While it is undoubtedly 
true that the two theories are not wholly coterminous, the real 
question is whether they were not considered to be virtually 
identical by Torrens, by Ricardo, and by the subsequent 
commentators. 

1. In the original passage of Torrens the idea of comparative 
advantage is closely associated with the principle of territorial 
division of labour. “The only way, therefore, of ascertaining 
the amount of the benefit derived from commerce, is to ascertain 
the degree in which the foreign divisions of labour augment the 
productiveness of human industry. Thus, if I wish to know the 
extent of the advantage which arises to England from her giving 
France a hundred pounds worth of broadcloth in exchange for 
a hundred pounds worth of lace, I take the quantity of lace 
which England has acquired by this transaction and compare it 
with the quantity which she might, at the same expense of labour 
and capital, have acquired by manufacturing it at home. The 
lace that remains, beyond what the labour and capital employed 
on the cloth might have fabricated at home, is the amount of the 
advantage which England derives from the exchange.” (The 
Economists Refuted, p. 53). And again: “when England works 
a thousand pounds worth of tin beyond what is necessary for her 
own consumption, and gives it in exchange for wine, she obtains 


1 This passage is quoted in full in the article in THE Economic JouRNAL 
Vol. XIII., p. 345. 
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a greater quantity of wine by one hundred per cent. than if she 
employed the labour and capital which procured the tin to culti- 
vate the grape at home.” (JIbid., p. 54.) 

2. In the subsequent work, published in 1815, Torrens brings 
his doctrine of comparative advan‘ages or comparative cost into 
close connection with this statement of 1808. Just as his essay 
of 1808 proceeded from a consideration of the Physiocratic doc- 
trine, so now in 1815 he starts out from the same Physiocratic 
doctrine and, in controverting the theory as to the sole produc- 
tivity of agriculture, says: “If, in consequence of our skill in 
manufactures, any given portion of our labour and capital can, 
by working up cloth, obtain from Poland a thousand quarters 
of wheat, while it can raise, from their own soil, only nine 
hundred ; then, even on the agricultural theory, we must increase 
our wealth by being, to this extent, a manufacturing rather than 
an agricultural people, &c., &c. We have an hundred quarters 
of corn more than we could have obtained by raising it from our 
own soil.” ? 

In 1826 Torrens, in laying down in terms the doctrine of 
comparative advantages, still believed that he was only repeating 
his doctrine of 1808 and 1815. “Under these circumstances I 
published The Economists Refuted, and explained, I believe for 
the first time, the nature and extent of the advantages derived 
from trade ; the principles which I propounded in The Economists 
Refuted Mr. Ricardo subsequently adopted in his great work on 
Political Economy and Taxation ; and as my previous publication 
had been long out of print and forgotten, it was generally be- 
lieved that it was reserved for Ricardo to correct the erroneous 
theory of Adam Smith, and to show that the benefit resulting 
from foreign trade consists of the increased production created 
by international divisions of employment.” (Preface to the 
second edition of The Principles and Practical Operations of Sir 
Robert Peel’s Act of 1844. London, 1857.) 

3. This was also the understanding of Ricardo in 1817. He 
says: “Under a system of perfectly free commerce each country 
naturally devotes its capital and labour to such employments as 
are most beneficial to each. This pursuit of individual advan- 
tage is admirably connected with the universal good of the 
whole. By stimulating industry, by rewarding ingenuity and 
by using most efficaciously the peculiar powers bestowed by nature, 
it distributes labour most effectively and most economically. . . . 
It is this principle which determines that wine shall be made in 


1 Essay on the Corn Trade, pp. 221-222. 
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France and Portugal, that corn shall be grown in America and 
Poland, and that hardware and other goods shall be manufactured 
in England.” (Principles, pp. 75-76.) 

4. The same understanding was shared by John Stuart Mill, 
who in the sixth edition of his Principles, in 1862, stated: “I 
at one time believed Mr. Ricardo to have been the sole author of 
the doctrine now universally received by political economists on 
the nature and measure of the benefit which a country derives 
from foreign trade. But Col. Torrens, by the republication of 
one of his early writings, The Economists Refuted, has estab- 
lished at least a joint claim with Mr. Ricardo to the origination 
of the doctrine, and an exclusive one to its earliest publication.” 
(Mill, Principles of Political Economy, Book 3, ch. xvii, par. 2.) 
In other words, Mill, having before him both the chapter of 
Ricardo and the early passage of Torrens, identified, as did 
Ricardo and Torrens, the doctrine of territorial division with that 
of comparative cost. . 


III. 


In the face of these clear statements, what arguments are 
brought forward by Professor Hollander? 

1. Professor Hollander alludes to the passages by ‘Torrens 
in 1815 as giving only “a theory in outline,” intimating that the 
doctrine was not fully expounded by Torrens. In reality, however, 
the treatment by Torrens is almost as full as that by Ricardo. 

2. Professor Hollander states: ‘As a matter of fact, it is not 
unlikely that the doctrinal indebtedness, if any, lay from the 
first from Torrens to Ricardo.” (David Ricardo, pp. 92, 93.) 
The only argument advanced for this hypothesis is “that it is 
reasonable to suppose that the two were in frequent association 
before the appearance of Torrens’s Corn Trade.” But this assump- 
tion does not constitute even the shadow of proof. Although 
Professor Hollander concedes that Torrens does not refer to 
Ricardo, he thinks that “the prefatory acknowledgment of aid 
‘from private friendship’ may possess some significance.” 
Unfortunately, when we come to examine the passage in question 
it turns out that the private friend to whom Torrens refers is 
mentioned by name in the next sentence as Dr. Crombie. (An 
Essay on the External Corn Trade, 1815, p. xii.) The “signifi- 
cance of the passage seems to be the reverse of that intimated 
by Professor Hollander. Moreover, in view of the fact that 
Torrens acknowledges his indebtedness to a large number of 
different writers in detail, like Adam Smith, Malthus, the 
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Earl of Lauderdale, Sir Henry Parnell, and Dr. Crombie, 
and that in later works he is equally frank in acknowledging 
indebtedness on other points to Ricardo, whom he much admired, 
is there any good reason for the suspicion that Torrens should 
here have suppressed all mention of indebtedness to Ricardo? 

3. Professor Hollander seeks to support his argument by 
calling attention to the fact that subsequently to 1816 Ricardo 
speaks in two letters of the influence that he exerted on Torrens, 
with reference to the latter’s views on profits, rent, money, and 
exchange. None of these matters, however, has anything to do 
with the point at issue. In a further letter of Ricardo, of 
August 23rd, quoted by Professor Hollander on page 94 of his 
monograph, referring to the disappointment of Torrens at not 
being mentioned in Ricardo’s Principles, Ricardo states: “In 
the correspondence which ensued I endeavoured to show that 
on those points. . . for which he claimed the merit of originality, 
they were all to be found in Adam Smith or Malthus, and 
therefore neither of us could be called discoverers.” If, as Pro- 
fessor Hollander assumes, this refers to the point at issue, it 
is important to observe that this was not the opinion of John 
Stuart Mill; for, in the note mentioned above, Mill stated specifi- 
cally that the doctrine with reference to international trade was 
not found in Adam Smith or Malthus, and that it was discovered 
by Torrens and Ricardo, and was first published by Torrens. It 
is evident, therefore, that if in this statement Ricardo intended 
to refer to international trade, he was mistaken. The presumption 
hence is that he did not so intend. 

Furthermore, Professor Hollander advances as a_ strong 
argument that had Ricardo really been conscious of any indebted- 
ness to Torrens, he “would in all reasonable certainty have made 
acknowledgment in the footnote tributes which he inserted in 
the second edition.” But is this “reasonable certainty” not 
entirely too tenuous and vague a hypothesis upon which to hang 
an argument? 


IV. 


Professor Hollander adduces as the strongest argument the 
fact that Torrens made the claim only three years after Ricardo’s 
death, “and then only to be refuted” by McCulloch and John 
Stuart Mill. With all due deference to Professor Hollander, 
it must be said that it is hard to find any such refutation. In 
the passage of The Westminster Review to which Professor 
Hollander alludes, the only sentence of importance used by 
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McCulloch is where he refers to three discoveries in economics, 
and speaks of them as “the principle of population, the prin- 
ciple of rent, and Mr. Ricardo’s theory of foreign commerce.” 
There is not a word about Torrens. Moreover, in view of the 
fact that Torrens’s earlier essay had been forgotten, and that his 
second essay had evidently escaped the observation of McCulloch, 
this passage does not prove anything, especially as, according to 
Professor Hollander himself (p. 76), ‘‘McCulloch’s memory was 
very untrustworthy.” 

The “refutation” by Mill is equally difficult to find. Mill, 
in the Unsettled Questions, in 1844, simpiy says: “It was 
Ricardo who has, in the chapter on foreign trade, of his immortal 
Principles, substituted for the former theory and unscientific 

. . conceptions a philosophical exposition, &c., kc.” Here again 
Mill does not refer to Torrens because he was evidently unac- 
quainted with Torrens, or had forgotten about him. But after 
Mill’s attention was called to the matter in 1862, in some way 
that is unknown to us, he at once withdrew this assertion and 
stated specifically, as we have seen, that injustice had been done 
to Torrens. Mill refers to a statement of 1844, in which he 
speaks of Ricardo as “the thinker who has done most toward 
clearing up this subject” of the relation of the doctrine of com- 
parative cost to international trade, and then at once continues, 
in the significant note of which Professor Hollander quotes only 
one-half, to state that Torrens “has established at least a joint 
claim with Mr. Ricardo to the origination of the doctrine, and 
an exclusive one to its earliest publication.” This doctrine, be 
it remembered, is ‘specifically stated by Mill to be the doctrine 
of comparative cost, as clearing up the theory of international 
trade. Hence, when Professor Hollander seeks (David Ricardo, 
p. 96 note) to make it appear that a sharp line of distinction 
is to be drawn between the principle of the territorial division 
of labour and the principle of comparative cost it is clear that 
no such distinction was in Mill’s mind. 


Summing up the entire case, the points may be put as 
follows :— 

In 1808 Torrens advanced a certain theory of foreign trade. 
In 1815 he restated the general theory, putting a little more 
explicitly what was implicit in the first statement. Two years 
later Ricardo published a similar statement, although he did 
not, like Torrens, use the term “comparative.” A decade later, 
Torrens stated these facts and claimed priority; a generation 
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later, John Stuart Mill—who gave the theory its name—conceded 
the priority of Torrens. As opposed to all this, the only strong 
argument adduced by Professor Hollander is Ricardo’s statement 
that certain alleged discoveries of Torrens were really to be 
found in Adam Smith. Now either the theory of comparative 
cost is included in these alleged discoveries, or it is not included. 
If it is included, then Ricardo, by his own showing, is not, as 
Professor Hollander believes, the originator of the doctrine of 
comparative cost. If it is not included, then there is nothing to 
discredit the claim of Torrens; and that it is not so included 
is clearly the understanding of Mill. In either case the claim 
that Ricardo originated the doctrine is barred out. 

In view of all this evidence, what is to be said as to Professor 
Hollander’s statement (p. 96) that “it is difficult to believe that 
there had been unrecorded ‘ adoption’ of Torrens’s view”? With 
the best of effort to agree with Professor Hollander, for whose 
scholarship in general I have the highest admiration, I must 
submit that it is not at all “difficult to believe” this. On the 
contrary, it appears to me more than ever probable that Torrens 
first developed the doctrine, or at all events, first gave it a public 
expression. This does not in the least reflect upon Ricardo, 
who was not called upon to record his indebtedness to every 
preceding writer. Ricardo was, indeed, a great thinker, but 
there is always a danger of the biographer of a great thinker 
falling into hero-worship. While Ricardo no doubt exerted a 
considerable influence over Torrens, we know that in several 
other points Torrens exerted a similar influence on Ricardo and 
succeeded in changing his opinions, as notably on the question 
of wages. With all due deference to Professor Hollander, | 
therefore venture to affirm that he has not made out his case, and 
that the dictum which, according to him, “has been, surprisingly 
enough, incorporated in the Appendix to Palgrave’s Dictionary,” 
is in all probability entirely correct. 


A minor point raised by Professor Hollander (p. 77 note) is 
his inability to concur in my suggestion that priority as to either 
the inception or the publication of the theory of rent is to be 
ascribed to Rooke and Torrens. Yet Professor Hollander’s in- 
ability to concede this rests only upon the statement of Malthus 
that he had collected some notes on rent “in the course of my 
professional duties at East India College,” and that West states 
that this principle had “occurred to me several years ago.” 
Professor Hollander, however, forgets to tell us that Rooke 
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subsequently stated that the events of 1811 and 1812—which 
occurred “several years” before his pamphlet appeared—had like- 
wise led him to consider the problem. There is, therefore, not 
much to choose between these various statements. As regards the 
matter of publication, the essay of Torrens which, as we know, 
was written in 1814, was in all probability published before those 
of West and Malthus in 1815. If we desire to settle satisfactorily 
the question of priority in publication—a point of very little 
consequence—the facts could no doubt be ascertained by inquiry 
at the Stationer’s Office in London. On the face of it, however, 
it seems probable that the essays, both of Rooke and Torrens, 
appeared before those of Malthus and West, and there is certainly 
nothing to disprove the claim of both Rooke and Torrens, that 
they first put this doctrine into print. As to the precise time 
when the doctrine shaped itself in the mind of any of the five 
contestants—Rooke, Torrens, West, Maithus, -and Ricardo— 
there is no scintilla of evidence bearing on the point of priority. 
Who first formulated the idea, we do not know ; who in all proba- 
bility first published the formulation, we think we know; who 
claimed priority, we are sure we know. And that claim has 
not been disproved. 
Epwin R. A. SELIGMAN 


Columbia University, New York. 


STUDENTS of economic Dogmengeschichte will be grateful to 
Professor Seligman for the fuller advocacy of his claim, that 
Colonel Torrens “discovered the law of comparative cost.” With 
every disposition to agree with one whose erudition I admire and 
whose friendship I have long been permitted to enjoy, I can find 
in Professor Seligman’s supplementary memoranda only further 
evidence of the error into which he, as a champion of “neglected” 
economic literature, has fallen by confining attention to the 
formal word and omitting the larger considerations of historical 
method. 

Professor Seligman’s contention, in its original form, rested 
upon the presence in Torrens’s Essay on the Corn Trade (1815) 
of the theory of comparative cost, and upon Torrens’s assertion 
in the preface to the third edition (1826) of the same work that 
Ricardo had “adopted” this doctrine into his own Principles of 
Political Economy (1817). But in the present article Professor 
Seligman seeks to strengthen his claim by urging that seven 
years earlier, in the Economists Refuted (1808), Torrens had dis- 
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cussed “the basic principle of international trade,” and that in 
the Corn Trade (1815) he “repeated and elaborated his doctrine 
of international trade.” Professor Seligman’s revised position 
accordingly resolves itself into the contention that the theory of 
foreign trade based on the territorial division of labour, as set 
forth by Torrens in 1808, is “virtually identical” with the theory 
of foreign trade based on the law of comparative cost, as referred 
to by Torrens in 1815 and as fully enunciated by Ricardo in 1817. 
As phrased by Professor Seligman, this “real question” is 
made to turn upon whether the two theories were considered 
virtually identical “by Torrens, by Ricardo, or by the subse- 
quent commentators.” But I am unable to understand why the 
matter in issue should be one of personal comprehension rather 
than of positive fact. If the law of comparative cost usually 
credited to Ricardo is to be ascribed to Torrens on the strength of 
the theory of the territorial division of labour as set forth in the 
Economists Refuted—it must be because there is virtual identity 
between the two theories, as positive doctrines, and not merely 
because they were so regarded—even if such were the case. 


i. 


A theory of international trade, based on the principle of terri- 
torial division of labour, assumes that two countries engage in 
commerce with advantage because location, soil, natural 
resources, industrial skill make each of the two exclusively or 
peculiarly adapted to the production of a particular commodity, 
and that therefore the aggregate wealth production of the two 
will be greatest if each country devote itself, respectively, to the 
favoured occupation. Portugal is fitted by soil and climate to the 
production of wine ; Great Britain—while unable to produce wine 
under any conditions, or competent to produce it only at greater 
absolute cost than Portugal—is fitted by skill and industrial 
tradition to the manufacture of hardware. In these circum- 
stances, both countries will profit if all wine consumed by the two 
be made in Portugal, and all hardware required be produced in 
Great Britain, and trade may be expected to take place between 
the two countries along these lines. A difference in absolute cost 
is the essential condition as well as the sufficient cause of such 
exchange. International commerce thus takes on all the sim- 
plicity of domestic trade, and the occasion for a distinct doctrine 
disappears. 

A theory of international trade based on the principle of 
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comparative cost admits that two countries ordinarily engage in 
commerce, either because each possesses exclusive capacity for 
the production of a characteristic commodity, or because one of 
the two countries, although physically able to produce both com- 
modities, can only produce one of the two at absolutely greater 
cost than can the other country. But going beyond this, it 
interprets the phenomena resulting from the relative immobility 
of labour and capital as to international movement, whereby the 
world’s trade is largely in the nature of a commerce subsisting 
between countries, one of which is able to produce two commodi- 
ties traded in at unequal advantage, but withal at absolutely 
lower cost than can the other country. For such cases, as well 
as for the related condition in which—with an identical advan- 
tage in favour of the one country with respect to the production 
of both commodities—the territorial division of labour theory, in 
itself, affords no motive for the actually resultant commerce. In 
short, a commerce may subsist between Portugal and Great 
Britain, not merely because Great Britain is physically unable to 
produce wine, or can only produce it by the use of Adam Smith’s 
“glasses, hot beds, and hot walls” at thirty times the cost in 
Portugal ; but because Great Britain, although able both to grow 
wine and manufacture hardware at less absolute cost than 
Portugal, can manufacture the hardware at 50 per cent., and 
can grow the wine at 25 per cent. less, than can Portugal respec- 
tively. It is this last circumstance, and the related fact that if 
the advantage in favour of Great Britain be 50 per cent. with 
respect alike to hardware and wine, there will be no economic 
motive to trade—that made it necessary to distinguish in 
theoretical analysis the facts of foreign from those of domestic 
trade, and to formulate a special theory of international exchange. 

The differences between these clearly distinguishable theories 
are not merely of simple and complex subject-matter, nor of 
analogous and independent analysis, but extend even to doctrinal 
origin. The territorial division of labour theory was fore- 
shadowed in the liberal reaction of the eighteenth century against 
the mercantilist assumption of the one-sided benefits of com- 
merce. Barbon (Discourse, 78), North (Discourses, 12-13), 
Vanderlint (Money, 97), Harris (Essay, 23), Tucker (Four 
Tracts, 75-78), Hume (Of the Jealousy of Trade), Steuart 
(Inquiry, I., 273)—all contain traces of it. William Bell of 
Cambridge—discussing “the effect of populousness upon trade ”— 
enunciates the principle with clearness (Dissertation, 32). In 
the Wealth of Nations the definitive refutation of the mercantilist 
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fallacy is more conspicuous than a positive theory of trade, but 
withal, the beginning of the Napoleonic contest found the doctrine 
widely diffused in England that international trade represents a 
mutually advantageous exchange between countries of commodi- 
ties peculiarly fitted to their respective qualities. This theory 
was rudely assailed in William Spence’s Britain Independent of 
Commerce (1807), written in the train of the Berlin Decree. 
Revamping the doctrine of the Physiocrats, Spence insisted that 
agriculture was the source of England’s real strength, and that 
there was nothing to fear from Napoleon’s blockade. The 
message was congenial to the feverish public mind, Cobbett gave 
it approval and vogue in the Political Register, and the pamphlet 
went to a fourth edition within a few months. To James Mill, 
as independently to Thomas Chalmers and Colonel Torrens, the 
arguments seemed false, and the conclusions dangerous enough 
to invite rejoinder, and within the year (1808) appeared Mill’s 
Commerce Defended, Torrens’s Economists Refuted, and 
Chalmers’s National Resources. In each of the three—slightly 
and inadequately in Chalmers (pp. 141-144), clearly and 
succinctly in Mill (pp. 35-39), minutely and convincingly in 
Torrens, the principle of what Mill regarded as “extended,” and 
Torrens termed “territorial,” division of labour was invoked in 
proof of the productivity of commerce. 

The comparative cost theory, on the other hand, came almost 
a decade later, and emanated, like the doctrine of rent, in the 
closing years of the Napoleonic contest from the free trade sym- 
pathies of the Ricardian group in the intense struggle of the 
English agriculturist to preserve his home market. The Parlia- 
mentary committees of 1813-14 had shown that despite extension 
of cultivation and improvement in method, England was engaged 
in unsuccessful competition with foreign grain, and higher corn 
duties were recommended. ‘To prove the futility of such relief, 
economic analysis formulated the principle that the importation 
of foreign grain, far from betokening national decline in the form 
of absolute dearth or physical exhaustion of English soil, only 
evidenced the superior productivity of English industry. By 
virtue of great industrial development, England making more 
goods and making them cheaper, found it advantageous to send 
these to other countries in exchange for corn, rather than to 
raise her own food supply. 

The theory of foreign trade enunciated in Torrens’s Economists 
Refuted corresponds in every particular with the first of the 
doctrines described above, and that referred to in one particular 
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paragraph of Torrens’s Corn Trade and fully set forth in Ricardo’s 
Principles, with the second. On the score of analytical content, 
accepted usage and doctrinal origin, it seems to me, therefore, 
that warrant exists for continuing to distinguish the two theories, 
and to insist that, by virtue of the Economists Refuted alone, 
Torrens is not the author of the doctrine of comparative cost. 

Even though the theory of comparative cost be not actually 
enunciated in the Economists Refuted, Professor Seligman, in 
the final summary of his argument, credits Torrens with “ putting 
a little more explicitly [in the Corn Trade in 1815) what was 
implicit in the first statement” [in the Economists Refuted in 
1808]. In proof of this assertion he cites Torrens’s expressions 
as to the exchange of English broadcloth for French lace, and 
English tin for wine. But this embodies the very error against 
which Cairnes warned (Leading Principles, pt. iii., chap. i., 
§ 3): “When it is said that international trade depends on a 
difference in the comparative, not in the absoltite, cost of pro- 
ducing commodities, the costs compared, it must be carefully 
noted, are the costs in each country of the commodities which 
are the subjects of exchange, not the different costs of the same 
commodity in the exchanging countries.” The “advantage” 
which figures in the citation from Torrens refers exclusively to 
“the different costs of the same commodity in the exchanging 
countries.” Nowhere in the Economists Refuted is there any 
allusion to “the costs in each country of the commodities which 
are the subjects of exchange.” 

Similarly with respect to the passages which Professor Selig- 
man cites from Torrens’s Corn Trade and Peel’s Act, and from 
Ricardo’s Principles. The paragraphs referred to are explanations 
of international trade by the territorial division of labour, and if 
Torrens and Ricardo had written nothing beyond these, their 
claim to authorship of the theory of comparative cost would have 
been as indefensible as Torrens’s in so far as dependent upon the 
Economists Refuted. But, as a matter of fact, the passage cited 
from Ricardo serves merely as an introduction to a full exposition 
of the theory of comparative cost, while Torrens’s case to the 
extent that it possesses any merit rests, as will hereafter appear, 
upon a subsequent paragraph of the Corn Trade. 


II. 


We can now revert to Professor Seligman’s original argument, 
based solely upon the passages in the first edition, and in the 
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preface to the third edition of Torrens’s Corn Trade. The opinion 
that I here ventured to advance was that such statements were 
insufficient, in face of presumptive evidence and positive testi- 
mony to the contrary, to justify the grave charge of adoption, 
without acknowledgment, by Ricardo. 

The theory of international trade set forth in Torrens’s Corn 
Trade is, with a single exception, the principle of territorial 
division of labour as propounded in the Economists Refuted : 
Commerce is advantageous in that it enables a country to obtain 
a greater quantity of other goods in exchange than the same 
labour and capital could have produced at home. This is the 
central argument of Torrens’s essay, and the essential basis for 
his advocacy of freedom in the “external corn trade.” In the 
latter part of the Corn Trade, detached from the earlier state- 
ments of the theory, with neither antecedent nor consequent, and 
figuring only as an explanation of the possible importation of 
corn by a country before lands of superior quality have been 
brought under the plough—occurs the single paragraph upon 
which Torrens’s claim rests. When Professor Seligman dissents 
from my characterisation of this passage as “the theory in out- 
line,” and declares that, in reality, however, “the treatment by 
Torrens is almost as full as that by Ricardo,” I can only under- 
stand that he again identifies the territorial division cf labour 
with the comparative cost theory. 

Such as it is, however, the paragraph in Torrens’s Corn Trade 
was printed before the chapter in Ricardo’s Principles. It is 
possible to stop at this point and make final award of discovery 
upon bare physical priority. In this manner Adam Smith has 
been charged with exploiting Turgot, Malthus with appropriating 
from Wallace, West with borrowing from Anderson, Thornton 
with plagiarising from Longe, and innumerable other expositors 
with having been “anticipated” by earlier writers. But accepted 
historical method is chary of such automatic award, and insists 
upon interpreting doctrinal identities in the light of internal 
evidence and relevant circumstance. 

Indeed, unless such larger considerations govern, the case 
might at the very outset be claimed for Ricardo, on the ground 
that in 1844 Torrens made virtual recantation of authorship. 
This is the import of phrase after phrase in Torrens’s open letter 
(The Budget, 1844) in reply to Senior’s drastic criticisms (Hdin- 
burgh Review, January, 1843): “The principles of international 
exchange which I had borrowed from Ricardo” (p. 332); “the 
Ricardo doctrine of international exchange” (p. 333); “his 
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[Ricardo’s] profound and original chapter upon Foreign Trade ” 
(p. 336); “The conclusions which I have endeavoured to estab- 
lish in The Budget are deduced from the principle propounded by 
Ricardo” (p. 342) ; “In entering upon a conflict in defence of the 
discoveries of Ricardo” (p. 342); “Such is the Ricardo doctrine 
of international exchange” (p. 345); “the doctrine established 
by Ricardo” (p. 393); “the Ricardo theory of international ex- 
change which, in those letters [addressed to the electors of 
Bolton in 1832] I had attempted to elucidate” (p. 372). 
Similarly the “undisputed facts” which Professor Seligman 
sets forth at the outset of his paper illustrate the insecurity of 
inference from identity. The corn trade of Poland—exploited by 
economists as far back as the Wealth of Nations (bk. ii., ch. v. ; 
bk. iii., ch. iii.—was naturally enough a prime concern of the 
Parliamentary Committees of 1813-14, and page after page of the 
printed reports refers thereto (Lords Second_ Report, 1814, 
pp. 11, 34-5, 538-4, 62, 75). The fact that this “identical ex- 
ample”? was employed by Torrens and Ricardo may indicate the 
common use of a documentary source, but it can hardly be 
deemed evidence of plagiarism. Again, five years before Torrens 
used the phrases “comparative advantage” and “comparative 
disadvantage ” in the preface (not in the text) to the third edition 
(1826) of the Corn Trade, James Mill, in the Elements of 
Political Economy (1821)—avowedly a paraphase of Ricardo’s 
Principles—in the section on “Foreign Trade,” spoke of “com- 
parative facility,” “compares the cost,” “compared with the 
cost ’—expressions which led easily enough to John Stuart 
Mill’s “comparative cost” in the essay, “Of the Laws of Inter- 
change between Nations,” written in 1829-30. But even more 
than this, Professor Seligman states: “Neither Torrens nor 
Ricardo uses the term ‘comparative cost.’ This term was 
introduced by Mill in his Unsettled Questions in 1844.” This 
overlooks the fact that Torrens did use the identical term “com- 
parative cost”’—although, unfortunately, to describe a different 
concept (Corn Trade, 1826, p. 41; see also ‘comparatively ,” 
Ibid., p. 39—both terms inserted in this edition). So that if 
it be the word “comparative” to which significance attaches, 
James Mill rather than Torrens is to be accorded priority, and 
if it be “comparative cost”—then as late as 1826 Torrens had 


still to learn the meaning of the term. 
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III. 


As against the presence of the single paragraph in the Corn 
Trade of 1815 we have the following evidence: (1) the Econo- 
mists Refuted contains no intimation of the law of comparative 
cost ; (2) the same is true of the Corn Trade, with the exception 
of a detached and collateral illustration; (8) James Mill’s 
Commerce Defended, evoked by the identical circumstance that 
suggested Torrens’s Economists Refuted, led to Ricardo’s 
acquaintance with Mill; (4) from the tenor of later correspond- 
ence Ricardo and Torrens were probably in association before 
the appearance of Torrens’s Corn Trade, and not unlikely as far 
back as the bullion controversy (Torrens’s Essay on Money, 
appearing in 1812); (5) by February 23rd, 1816, Torrens had 
adopted ‘‘all my [Ricardo’s] views respecting profits and rent,” 
and had “unequivocally avowed” the error of the characteristic 
doctrine of the Corn Trade that higher wages cause higher prices 
in favour of Ricardo’s doctrine to the contrary ; (6) on May 28th, 
1816, Ricardo could declare that Torrens was “‘quite a convert 
to all that you have called my peculiar opinions on profits, rent, 
&c., &c.”; (7) in April, 1817, appeared Ricardo’s Principles, 
with the theory of comparative cost set forth in classical detail ; 
(8) Ricardo’s Principles contained no reference to Torrens, 
although making generous acknowledgment to Turgot, Steuart, 
Adam Smith, Malthus, Lauderdale, Sismondi, West, Say, and 
Buchanan; (9) in August, 1817, Torrens wrote to Ricardo, 
claiming some merit as “the original discoverer of some of the 
principles which I endeavoured to establish”—which claim 
Ricardo explicitly disallowed because “none of his doctrines 
appeared to me strikingly new, and did not particularly come 
within the scope of the subject I was treating”; (10) as balm to 
Torrens’s aggrieved sensibility, Ricardo inserted, in the second 
edition (1819) of his Principles, two complimentary allusions to 
Torrens, dealing with the natural price of labour and free trade 
in corn respectively ; (11) in the preface to the second edition of 
the Corn Trade, Torrens apologised, in connection with the 
theory of profits, for having ‘‘made no allusion to the works of 
Mr. Ricardo,” on the score that ‘“‘direct quotations from his work, 
instead of giving perspicuity to the argument, might have dis- 
tracted the reader by verbal contrariety,” and added, “this general 
acknowledgment will be sufficient to convince the less curious 
reader, that in omitting to refer to Mr. Ricardo on each particular 
occasion in which his principles may have been embraced, it was 
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not the intention of the Author to commit an act of plagiarism 
under the disguise of a different language and mode of illustra- 
tion”; (12) in 1821 appeared Torrens’s Production of Wealth, 
with a chapter of some two hundred pages on “Mercantile In- 
dustry,” again based exclusively on territorial division of labour, 
with no reference to the principle of comparative cost, whereas in 
the same year appeared Mill’s Elements, setting forth the theory 
with model clearness; (13) not until 1826, three years after 
Ricardo’s death, did Torrens, in the preface to the third edition of 
his Corn Trade, make the dual charge that Ricardo had “adopted ” 
in his Protection to Agriculture the principle of countervailing 
duty, and in his Principles the doctrine of comparative cost; (14) 
in 1829-30 John Stuart Mill ascribed authorship of the theory of 
international trade to Ricardo in almost extravagant apprecia- 
tion ; (15) in 1844 Torrens admitted that he had “borrowed from 
Ricardo” the principles of international exchange; (16) in 1859 
Torrens claimed credit for only “so much of the corrected theory ” 
of the theory of foreign trade as was contained in the Economists 
Refuted. 

The cautious student of doctrinal history will not, I believe, 
regard such cumulative testimony as lacking “even the shadow of 
proof,” nor dismiss it as “entirely too tenuous and vague a hypo- 
thesis upon which to hang an argument.” Bearing in mind that 
Torrens was quick to charge plagiarism—to wit his intimation 
that Malthus had borrowed the principle of population from 
Wallace, whereas Ricardo was generous to a degree in acknow- 
ledging indebtedness—I find it impossible to believe, in view of 
the foregoing, that there has been unrecorded “adoption” of 
Torrens’s views. 


IV. 


Professor Seligman dissents from my citation of the direct 
testimony of McCulloch and Mill as to the authorship of the law 
of, comparative cost. Some of his difficulty grows out of the fact 
that—quoting doubtless from memory—he credits me with using 
the term “refuted,” whereas “repudiated” is actually employed. 
Beyond this, I am at a loss to know what other significance than 
a rejection of Torrens’s claim can possibly be given to McCulloch’s 
statement in 1818 (Edinburgh Review, June, 1818, p. 83) that 
“Mr. Ricardo’s chapter on ‘ Foreign Trade’ . . . is one of the 
most valuable and original parts of the work”; and to Mill’s 
declaration in 1829-30 that “it was he who first, in the chapter on 
Foreign Trade, of his immortal Principles of Political Economy 
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and Taxation, substituted for the former vague and unscientific 

” More than any other contemporary observers, McCulloch 
and Mill were cognisant of the doctrinal beginnings of the classical 
economics, and their deliberate imputation of the law of compara- 
tive cost to Ricardo is not to be set aside lightly. 

Indeed, Professor Seligman finds it possible to dismiss such 
testimony only by stating that “'Torrens’s earlier essay had been 
forgotten, and his second essay had evidently escaped the observa- 
tion of McCulloch,” and again, that “Mill does not refer to 
Torrens because he was evidently unacquainted with Torrens, or 
had forgotten about him.” But these are assumptions, some of 
which are incorrect and all of which lack confirmatory evidence. 
Torrens’s Economists Refuted was in McCulloch’s library, and 
although the actual date of its perusal is not demonstrable, there 
is no reason for supposing that McCulloch, the political writer of 
the Scotsman, and the economic reviewer of the Edinburgh, was 
unaware of the Spence-Torrens-Mill-Chalmers controversy. Pro- 
fessor Seligman refers to my own comment upon McCulloch’s 
unreliability. But here again he quotes from memory, for what 
I said (Ricardo, 76 n.) was not “McCulloch’s memory was very 
untrustworthy,” but ‘“‘ McCulloch’s memory was not always trust- 
worthy.” The verbal error, however, is of less consequence than 
the mode of reasoning. In quite another connection, I had 
referred, to my own hurt, to McCulloch’s personal equation as a 
consideration to be entertained—not by any means to govern— 
in appraising his testimony as to the order in which a series of 
events had followed. Accepting this, apparently, as sufficient 
warrant for inverting the burden of proof, and assuming that 
because a witness does not always tell the truth he invariably lies, 
Professor Seligman dismisses McCulloch’s statement in entirety. 

As to Mill, Professor Seligman is certainly in error. Far from 
being “unacquainted,” it was Torrens who evoked Mill’s earliest 
economic contributions to The Traveller (December, 1822), and 
the language of this interesting controversy—which it may be 
permissible to state that I am now editing for publication—indi- 
cates how cordial was the relation between the soldier-journalist 
and the young controversialist. Torrens was an original (April, 
1821) member of the Political Economy Club, a friend and inti- 
mate of James Mill, and a conspicuous figure in the economic 
coterie of which the younger Mill was, even at that time, an 
active figure. 

Nor is there anything but confirmation of this in the note 
to the 1862 edition of Mill’s Principles, to which I had called 
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attention and which Professor Seligman, having originally made 
no reference thereto, now interprets erroneously by failing to 
consider it in its proper setting. These are the facts: In 1857 
Torrens published a second edition of his Peel’s Act of 1844, and 
to it he appended a reprint of the Economists Refuted, explaining 
at length in the Preface .[xiv.—xvi.| the reason for its reappear- 
ance. This was that in the tract he “‘explained, I believe, for the 
first time, the nature and extent of the advantages derived from 
trade” (Preface, xv.). Ricardo had subsequently adopted in his 
Principles “the principles which I propounded in The Economists 
Refuted ”—with the result that Ricardo had been credited with 
showing that ‘“‘the benefit resulting from foreign trade consists of 
the increased production created by international divisions of 
employment.” ‘Torrens was thus induced to reprint his tract, a 
full half-century after its appearance, “to claim my right as the 
original propounder of so much of the corrected theory of the 
nature and extent of the advantages derived from foreign trade 
as may be comprised in the view which I ventured to present to 
the public forty-nine years ago.” (Preface, xvi.) There is obvi- 
ously here not the slightest intimation of priority with respect to 
the theory of comparative cost, Torrens claiming, just as in 1843 
(Budget, 373), authorship of the territorial division of labour 
principle. 

The second edition of Torrens’s Peel’s Act of 1844 differed 
from the first, not only in reprinting the Economists Refuted, 
but in containing a lengthy additional chapter (pp. 93-175) 
described as “critical examination of the chapter on the regula- 
tion of a convertible paper currency in J. S. Mill’s Principles of 
Political Economy.” It was this circumstance, and not, as Pro- 
ferror Seligman suggests, “in some way that is unknown to us,” 
that brought the reprinted Economists Refuted, with Torrens’s 
accompanying claim, to Mill’s attention. The result was that 
the next edition (1862) of the Principles contained a footnote 
acknowledgment that Torrens had “established at least a joint 
claim with Mr. Ricardo to the origination of the doctrine, and an 
exclusive one to its earliest publication.” 

Professor Seligman complains that I quote “‘only one-half” of 
this “significant note.” Such is certainly the fact, but the omis- 
sion—made from the page-proof to prevent an expanded note 
from over-running—does not affect the argument. But Professor 
Seligman, although elsewhere quoting the note in full, in this 
connection likewise quotes only one-half of it, and in his case the 
part omitted is of material consequence. For the crucial point 

Bag 
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of the note is the precise nature of ‘the doctrine ” with the organi- 
sation of which Torrens is therein credited. The remaining part of 
the note settles this with precision : “the doctrine now universally 
received by political economists, on the nature and measure of 
the benefit which a country derives from foreign trade.” This is 
an obvious paraphrase of the words used by Torrens, “the nature 
and extent of the advantages derived from trade,” to describe the 
doctrinal content of the Economists Refuted. It is incompre- 
hensible that Professor Seligman should declare, “This doctrine, 
be it remembered, is specifically stated by Mill to be the doctrine 
of comparative cost, as clearing up the theory of international 
trade.” Professor Seligman has here passed by the obvious words 
of the note, and derived a meaning for “‘this doctrine” from the 
text proper, to which many years later it was appended. Mill’s 
note thus resolves itself into a placating acknowledgment of 
Torrens’s claim in its limited extent (“so much of the corrected 
doctrine”), that is, to authorship of the territorial division of 
labour theory. 


V. 


Professor Seligman’s final paragraph on the relation of Rooke 
and Torrens to the theory of rent compels brief consideration. 
As far as Rooke is concerned, the case rests upon certain letters 
contributed to Evans and Ruffy’s Farmers’ Journal, in 1814, and 
summarised by Rooke in a supplementary pamphlet in 1825. 
Professor Seligman gives neither formal reference to, nor direct 
citation from, the Farmers’ Journal, and has presumably relied 
upon Rooke’s summary. If this be so, he has again quoted from 
memory, crediting Rooke in direct excerpts with statements signi- 
ficantly different from those actually made. Thus the sentence 
in Professor Seligman’s original article is: “In the fourth essay, 
written in November, 1814, and published in February, 1815, he 
maintains the doctrine that “the cost of producing corn on the 
worst soils is the regulator of natural price,” and that “the rent 
of land is the clear surplus produce which remains after the 
expenses that conduce to production and the ordinary profits of 
capital are deducted.” The quoted sentences in this passage are 
not, as might be supposed from Professor Seligman’s language, 
excerpts from Rooke’s summary of the contents of his letter, but 
are taken by Professor Seligman from a different paragraph, in 
which Rooke describes the doctrines of “other writers” and 
merely asserts “the publication of all these doctrines, by the 
writers above alluded to, was, so far as I am acquainted, subse- 
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quent to mine.” What Rooke really presents as the summary 
of the fourth letter in the Farmers’ Journal is: “The fourth 
essay, written in November, 1814, published February 20th, and 
(in continuation) March 20th following, contains the outline of 
the doctrine on rent, in which I have described ‘ rental as the 
overplus produce, after deducting the expenses of husbandry and 
a due return for the employment of capital.’ This proposition 
is, however, somewhat modified and more fully examined in my 
late work. In this essay it is also said that ‘ population and our 
limited supply of land, require that soils should be cultivated which 
are capable only of returning the expense of cultivation and the 
- remuneration of capital.’ ” 

It thus appears that Rooke’s own account of his “anticipation ” 
discloses nothing more than an anemic restatement of Adam 
Smith’s doctrine of rent devoid of the differential principle—and 
this as an answer to the unmistakable challenge of his correspon- 
dent : “You request to be informed—when I first published an 
opinion that ‘ the average price of corn is regulated by the cost of 
producing it on the worst class of soils which the demand brings 
under tillage?’” If, therefore, Rooke did give any early expres- 
sion to the law of rent, he was certainly unconscious of its signi- 
ficance. It may be that scrutiny of the full text of the Farmers’ 
Journal letters will relieve the situation, but upon the evidence 
presented Professor Seligman’s claim that Rooke is to be credited 
with priority of actual publication, or even with independent 
discovery, of the theory of rent, is entirely without foundation. 

I must likewise insist that Professor Seligman’s reiterated 
claim as to Torrens’s priority in publication is erroneous as to 
Malthus and unlikely as to West. Before Torrens published his 
Corn Trade he had read Malthus’s Grounds for an Opinion, and 
had referred thereto both in preface (x.) and in text (p. 281 note ; 
the volume contains 348 pages). But Malthus’s Grounds for an 
Opinion appeared subsequent to the Inquiry into the Nature and 
Progress of Rent (Grounds, 34-5, 46; Inquiry, publisher’s leaf 
at end). In fact, Torrens’s Corn Trade is dated February 17th, 
1815, whereas by February 6th, 1815, Malthus’s Inquiry had 
been acquired and carefully read by Ricardo (Letters to Malthus, 
p. 58). As to West, Ricardo states (Principles, Preface) that 
West’s Essay was published “nearly at the same moment” as 
Malthus’s Inquiry, and the identical language, “nearly at the 
same moment,” is employed by McCulloch (Wealth of Nations, 
ed., iv., 574). As against these I can find no basis for Professor 
Seligman’s statement that Torrens’s essay was “in all proba- 














468 THE ECONOMIC JOURNAL [SEPT. 


bility ” published before West’s and Malthus’s tracts, for Torrens 
himself in 1826 merely claimed independence (not priority) of 
Malthus and Ricardo, and did not even refer to West (Corn 
Trade, 1826, ix.). 

In the matter of the inception of the doctrine, Professor Selig- 
man suggests that I had forgotten to mention that “Rooke subse- 
quently stated that the events of 1811 and 1812 had led him to 
consider the problem.” But upon referring to Rooke’s text 
(Claim, pp. 3-4) it appears that this “problem” is not, as might 
be supposed from Professor Seligman’s language, the theory of 
rent, but more generally “the nature of the economical structure 
upon which our very existence as a people seemed to rest ”’—of 
which the rent doctrine may or may not have been an early part. 
Similarly as to Torrens, we have only the assertion that the Corn 
Trade was written in 1814 and published early in the following 
year, before the author was acquainted with “the very able and 
original disquisitions”” of Malthus and Ricardo. If this term in- 
clude Malthus’s Corn Law tracts, at least one, probably both, of 
which were published before the Inquiry, the assertion is obvi- 
ously incorrect. In contrast with these uncertain references we 
have (1) the explicit statement of Malthus, not merely as reported 
by Professor Seligman that in the course of his duties at Hailey- 
bury College (which began in 1807) “he had collected some notes 
on rent,” but that the Inquiry “contains the substance ” of such 
notes ; (2) West’s declaration that “the chief object of this essay 
is the publication of a principle in political economy, which 
occurred to me some years ago”’; and (3) McCulloch’s categorical 
testimony that “it is well known to many of his [Ricardo’s| 
friends that he was in possession of the principle [of rent], and 
was accustomed to communicate it in conversation, several years 
prior to the publication of the earliest of these [Malthus’s and 
West’s] works” (Wealth of Nations, ed., iv., 125). 

JacoB H. HOLLANDER 


Johns Hopkins University, 
Baittimore. 


THE UNREST AMONG WORKPEOPLE. 


PROBABLY the most direct cause of unrest among workpeople 
is the knowledge of the increasing luxuries being enjoyed by 
other social classes, evidences of which are obtained partly 
through the Press, partly by visiting—accidentally or by design— 
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the main thoroughfares of most of our large towns where expen- 
sive articles of all descriptions can be seen exposed for purchase. 

There is also the increasing difficulty experienced in making 
the family income purchase as many requirements as formerly. 
Not only is complaint made that “the money does not go as 
far,” which more concerns the spenders ; the earners also protest 
that the money wages are not commensurate with the more 
exacting conditions of modern industry, which bring increasing 
risk of accident as a direct result, and a shortening of the average 
working life. 

It would appear that a good deal of evidence exists as to the 
tendency of accidents and disablement to increase. In this con- 
nection one may refer to the report recently published of the 
Departmental Committee on Accidents in Places under the 
Factory and Workshop Acts, appointed by the Home Secretary 
in 1908, also the totals of all reported accidents since 1907, issued 
in June of the present year by the Chief Fnspector of Factories 
and Workshops. The number of accidents deemed to be sufficiently 
serious to be notified show a decided increase since the beginning 
of the present century, as will be observed from the following 
table :— 


Year. Total. 
WENN he chs, weed cic, ee) -cdes “sce 
A sea: dsc: deed “eee ecéln oat hee ee 
DE. 205 eke. “kg. “esl hen, se a 
BS sss. ata: Seek. aged ser Cae acer 
OES ait, case Aas Sac lace eek ae 
We ice “eck eee es a 


In Section IV. of their Report, the Committee state that 
“‘a considerable amount of evidence was given to show that 
work was now done at a greater speed and higher pressure than 
formerly.” Interesting and valuable evidence as to the effect 
of piece, task, and bonus working upon “speeding up” was also 
tendered, the Committee being of opinion “that there is increased 
speed and pressure in a number of industries, and this is probably 
a cause operating to produce an appreciable increase in the 
accident risk.” The tendency to extend the bonus system in 
certain industries is also a growing cause of complaint amongst 
workpeople called upon to work under it. 

To the number of accidents recorded above have to be added 
those in the mining, railway, and shipping industries. According 
to the Home Office statement for 1909 the number of accidents 
and deaths in mines was higher than in any year since 1873, 
while in all branches of industry between 1899 and 1908 the fatal 
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accidents reported increased by 19°6 per cent., and non-fatal 
accidents by 113 per cent.1 In addition to accidents there 
are other risks attendant to certain industries in the form 
of disease. Examples of these are lead poisoning in the 
pottery and painting trades, phthisis and other chest com- 
plaints in the textile, quarrying, tinplate, and steel-grinding 
and polishing trade. It has been put to the present writer 
on more than one occasion by workmen liable to such acci- 
dents and diseases, that if it is a sound principle for the rate 
of interest to be high where the risk is great, the same principle 
should be applied to the risk attendant to these forms of 
employment. 

Moreover, it is urged that although money wages have risen, 
the rise has not been in corresponding ratio with the increasing 
productivity of labour due to the progressive improvement of 
machinery and other scientific processes. 

Probably the best test we are able to apply to the legitimacy 
of the complaint concerning the slow rise of wages is the move- 
ment of aggregate earnings and prices over a definite period as 
indicated by the Board of Trade index numbers in the Thirteenth 
Abstract of Labour Statistics, while we are able to compare the 
actual increases and decreases in money earnings of labour in the 
United Kingdom from a report presented to the Board by 
Mr. G. R. Askwith not long since. 


(a) Board of Trade Index Numbers of Earnings and Prices. 


Wages Wholesale London Retail 

Index Prices Index Prices Index 
Year. Number. Number. Number. 
000 5... sce 100:0 100:0 100°0 
re 99:1 96°9 101°9 
 —— 97°8 96°5 101°6 
i re 97°2 96°9 103°2 
oe 96°7 98°3 104°3 
SOOO. coe -e 97:0 97°6 103°7 
1006.05 os: 98°4 100°5 103°2 
ae 101'8 105°7 105°8 
BOOS ous ese 101°2 102°8 108°4 
ct ee 100°5 104:0 108°2 
BOE sce. c tee 101°0 108°8 109°9 


The index numbers of London retail prices were recently 
published by Mr. L. G. C. Money in the Nation,? and serve as 
a better test of the spending power of earnings. For the move- 
ments of wages of railway servants we are able to compare the 
annual returns made to the Board of Trade, from which it is 
shown that during the period of 1899-1909 the average weekly 


1 (Cd. 3, 690, 1909). 2 (April 29, 1911). 
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earnings have risen from 25s. 3d. per week to 25s. 44d., while 
from 1907 onwards earnings in the traffic departments have 


shown a decrease thus :— 


Wages paid 
by principal 


Year. railways. 

ROOF sce, cee vcs aes, CMOS 
RD ee See ON 14,498,802 
Lo RS age ee re 14,470,250 


(b) Movement of actual Money Earnings. 


Number of Rising Falling 
Year. workers affected. Wages. Wages. 
TOGO se. cnc — £208,590 os 
|: 907,199 — £76,587 
[| oe 883,191 o 72,595 
1 | er 892,922 = 38,327 
iC er 799,959 — 39,230 
| ee 664,777 -- 2,169 
1906... ... 1,005,601 57,897 — 
1907 ... ... 1,244,789 200,912 — 
1908 ... .... 908,627 ~ 59,171 
19090 ... «. 31,118,500 a : ~ 68,922 
| |) 534,000 14,000 — 


From these tables it would appear that since the beginning of 
the twentieth century earnings have practically stood still, while 
wholesale prices have increased 9 per cent. and retail prices 
10 per cent. 

I will only venture to apply one further test as to earnings, 
namely, how they are distributed over the various items of 
domestic expenditure. The material for the consumption of 
commodities is obviously only of approximate value, because it 
deals with a period before the disparity between earnings and 
prices was so marked. The Second Fiscal Blue Book (1904) 
contained an analysis of 1,944 budgets of various grades of 
workpeople, from which we deduce that the average weekly ex- 
penditure on necessaries was 22s. 6d. This does not include the 
very important item of rent, which shows a tendency to increase 
fairly rapidly in large centres. The Board of Trade Enquiry 
into the Cost of Living of the Working Classes supplies us with 
an idea of the range of rents in the United Kingdom, although 
one is inclined to think that the figures are not high enough for 
accommodation of a thoroughly healthy standard. For example, 
one gathers that rents in London range from 4s. 6d. to 7s. 6d. 
for two rooms, 6s. to 9s. for three rooms, 7s. 6d. to 10s. 6d. for 
four rooms, and 9s. to 13s. for five rooms. In practice we think 
it would be found that the latter figure represents the minimum 
rather than the maximum. But putting the average rent at 
6s. 3d. for three rooms throughout the United Kingdom, 28s. 9d. 
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out of weekly earnings is accounted for. To this has to be added 
the cost of such charges as clothes, insurance, and books 
and other recreation, all of which are practically necessaries. 
This estimate is much higher than the standard of bare neces- 
saries worked out by such investigators as Rowntree, because it 
is an attempt to show that an important cause of discontent 
amongst workpeople is due to the fact that such a standard of 
comfort is out of their reach, a fact admitted by the Permanent 
Secretary to the Board of Trade in the House of Commons on 
April 26th last, when he said: “Of those persons of whom we 
have any statistics, 7,300,000 of them in employment, 60 per 
cent. are working at a wage certainly below 30s. a week.” 
Without suggesting that the average workman goes into the ques- 
tion with such detail as attempted here, it remains true that the 
salient facts of these investigations are read by him in his trade 
union journal, and though only a minority of workpeople have the 
time or inclination to think more deeply over the meaning of 
them, their conclusions serve as starting points for a feeling of 
dissatisfaction amongst the mass of the wage earning classes. 
What applies here is equally true as to the moulding of working 
class opinion on other questions which concern their social 
improvement. 

Of these questions, the most prominent at the present time is 
the growing opposition to war, and its natural corollary increasing 
expenditure on military preparations. It is because the question 
of war is considered to be an important cause of the rise in prices 
that we venture to state as briefly as possible the growing opinion 
of workpeople on the subject. Individual expressions of opinion 
on the South African War by most workpeople would induce one 
to think that they consider it to have been a most unfortunate 
and unproductive expenditure of national wealth, which 
diverted attention and resources from measures of social 
amelioration. In addition to the South African War there 
have been during the last thirteen years two other great 
wars, the Spanish-American and Russo-Japanese. It has 
been estimated that these three wars withdrew £900,000,000 
of capital and millions of people from productive industry. 
The result of war expenditure is to stimulate consumption while 
curtailing production, which provides one cause for the rise in 
prices characteristic of all periods in which war has been 
frequent. High prices were a by-word during the Napoleonic 
wars, while during the war period beginning with the Crimea and 
ending with the Franco-German, the index number for commodity 
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prices rose from 75 in 1851 to 111 in 1873. From the latter date 
the curve shows an almost continuous decline until 1897, since 
when the tendency has been upwards. 

Probably the best method of following labour opinion on the 
question of militarism is by watching carefully the discussions 
at the great annual meetings of workpeople, such as the Trade 
Union Congress and the Labour Party Conference. At the meet- 
ing of the former body in 1909 the opinion against militarism 
in any form was expressed with no uncertain voice, while in the 
same year the latter body was equally emphatic in its adoption 
of the following resolution :— 


“That this Conference of the Labour Party, believing that between 
the workers of the world there is no cause for quarrel, and that war 
is the greatest enemy to human progress, emphatically declares 
itself against all forms of militarism, and as a means to its abolition 
instructs the Executive Committee to take steps to initiate an Inter- 
national Committee, which would be composed of representatives 
from all civilised countries, who, at the least sign of war, would 
meet and come to an agreement whereby united action could be 
taken by the workers in each country.”’ 


The growing feeling of uneasiness caused by expanding 
armaments was exhibited in a still more striking manner at the 
beginning of the present year, when a special Conference was 
held to discuss questions of disarmament and the international 
situation. Added significance attaches to the Conference, because 
it gave unmistakable evidence of the determination of the Labour 
Party to extend its operations beyond domestic affairs by the 
initiation of a foreign policy. The Conference made no attempt 
to evade the responsibility for expanding armaments by putting 
the blame upon any other nation. It is quite easy in this matter 
to persuade ourselves that our national existence is in danger, 
but apart from the absurdity of increasing the danger by mort- 
gaging our resources, we must put ourselves in the position of 
“the enemy,” who also has a point of view. Supporters of 
armaments argue that a large navy is essential to the protection 
of British trade. The First Sea Lord put this point very clearly 
when he said: “The really serious danger that this country has 
to guard against in war is not invasion, but interruption of our 
foreign trade and destruction of our merchant shipping.” This 
may account for the second argument that, because the foreign 
trade of Germany is second only in amount to our own, she must 
be the nation against whom our armaments are to be directed. 
Assuming this argument is sound, it follows that if any means 
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could be devised by which the foreign trade of all nations could 
be protected in time of war, that would provide a primé facie 
reason for calling a halt to increased armaments. Upon whom, 
then, does the responsibility rest for the present expenditure 
when we remember that at the Hague Conference in 1907 it was 
actually the German representative who moved that the nations 
should come to an agreement to prevent private property being 
captured in maritime warfare, and Great Britain refused to 
assent? A further point arises in this connection. The British 
Government is at present engaged upon concluding a treaty with 
the United States, the object of which is that all differences 
between them shall be settled without resort to war. But the 
United States sends wheat to Germany. It is rather difficult to 
see how Great Britain could reconcile her attitude as to the right 
of capture at sea with such a treaty of peace. If she would 
respect the ships of the United States, why not others? 

Another important argument brought out at the Conference 
was the fact that the growing Internationalism of capital and 
labour rendered it less likely that war should happen between 
nations. The practice is extending of workpeople engaged in 
particular industries in various countries meeting together to 
discuss their common difficulties. Examples of this are the Inter- 
national Conferences of miners, textile workers, postal officials, 
shop workers, and bookbinders, while at the International Labour 
and Socialist Congress held recently at Copenhagen, at which 
British organised labour was represented, the following compre- 
hensive resolution was passed for the consideration of the labour 
bodies of the various nations, and the subject is to be discussed 
again in a more definite form at Vienna in 1913. 


“(a) That the principles of peace and international fraternity be 
taught in the public schools; (b) That working class organisations 
engage in an active peace propaganda; (c) That the Labour and 
Socialist Parliamentary Parties in every country exert all their 
influence with their respective Governments in favour of the holding 
of an International Convention to consider proposals for mutual 
gradual reductions of armaments with a view to the ultimate 
disbandment of all armies and navies; (d) That treaties be subject 
to Parliamentary ratification before being signed; (e) That the Inter- 
national Bureau of the Congress take the opinion of the organised 
working class movement of the world on the utility of the strike 
as a means of preventing war.”’ 


Probably the most remarkable part of this resolution is the 
last clause, which if put into operation would go a long way 
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towards checking the irrational forcing of war. It is admittedly 
a far-reaching and extremely serious proposal, but it is significant 
that at the Labour Party Conference it was only defeated by 
6 votes, 119 voting for and 125 against, the remainder of the 
resolution being carried unanimously. The idea is also growing 
amongst workpeople that the argument that war is undertaken 
for the protection of property is one which does not apply to them, 
because as a class they have little property to protect, while its 
after effects can only result in checking the standard of comfort 
through indirect taxation. This view was shown in a very em- 
phatic manner in the manifesto against Compulsory Military 
Training recently prepared by the International Arbitration 
League and signed by all the Labour M.P.’s and by nearly a 
thousand labour representatives. It was pointed out that the 
agitation is “backed by a large array of influential men and 
women of the richer classes and lavishly supplied with money,” 
that the success of such a campaign ‘“‘would be a serious menace 
to democratic progress” and was “‘an organised conspiracy against 
their liberties.” 

Against the argument sometimes urged that large armaments 
mean employment for labour, working-class opinion is equally 
strong, because it is recognised that estimates for this purpose 
make a draft on the economic resources of the country and put 
other people out of work. It is a striking fact that although 
Labour M.P.’s are unanimous in their opposition to armaments, 
several of them represent constituencies affected by this kind of 
expenditure, and at the Conference to which we have already 
referred, speakers from such towns as Chatham, Woolwich, and 
Barrow were equally emphatic in their opposition to expanding 
armaments. Further, much of the supposed force in the argu- 
ment that “militarism makes employment ” is lost if we compare 
our national expenditure over a given period, thus :— 








Expenditure on Armaments. 
N 1 — 
Fone. Rapendinane oe ay ee ee eee - = 
Army. | Navy. Total. 
1895 ... | £98,918,000 £17,900,000 £17,545,000 £35,445,000 
ot ee 162,272,000 27,760,000 40,604,000 68,364,000 











Another cause of unrest is the cleavage in political opinion 
which a few years ago threatened to divert a certain amount of 
attention from matters of social betterment, but which has 
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assumed a new form in consequence of recent legal decisions. It 
is not my intention to enter into the legal pros and cons of what 
is known as the Osborne Judgment, especially as the rapidly 
accumulating data on the subject would suggest that lawyers 
themselves are unable to form anything like a common agreement 
as to the limitation of the judgment. T'wo examples will suffice 
to show the confusion which exists in the minds of those whose 
duty it is to dispense justice. 


“JT. In granting an injunction restraining the Typographical 
Association from contributing for Labour Representation purposes 
in the Chancery Division of the Manchester Assize Courts on July 
8th, 1910, Vice-Chancellor Leigh Clare stated:—‘I have tried to 
see whether it is possible to distinguish this case from the Osborne 
case and other cases which have been before the Courts for years 
and years, but I have been unable to see that there is any difference 
at all except that one Society (Amalgamated Society of Railway 
Servants) is registered and this (Typographical Association) is 
unregistered, but that does not affect the case.’” 

“‘ TI. In granting an interdict against the Scottish Typographical 
Association restraining the Union from engaging in Labour Repre- 
sentation activities, Lord Skerrington stated in the Scottish Court of 
Session on January 19th, 1911:—‘In the Osborne case Lord 
Halsbury, Lord Macnaghten, and Lord Atkinson held that the new 
political purposes of the Society (Amalgamated Society of Railway 
Servants) were matters outside the purview of the Trade Union Acts, 
and therefore ultra vires of the Society. It is apparent that this 
ground of judgment has no application to a Society which has no 
statutory constitution and which is merely a voluntary association 
such as an unregistered trade union.’ ”’ 


The discussions of this subject at the Trade Union Congress, in 
the columns of trade journals, and amongst workpeople, lead 
one to conclude that, as regards the great majority of organised 
labour, there is a determination to put aside political differences 
in defence of what is considered a common right to exercise the 
political franchise and the trade organisations in a manner most 
advantageous to themselves. According to the Trade Union Acts, 
1871 and 1876, one of the purposes of Trade Unions was to 
“regulate the relations between employers and employed.” Since 
that time employers have been steadily strengthening themselves 
in federations and other organisations for one purpose, among 
others, of resisting the demands of workpeople for better con- 
ditions of employment. At the same time, employers and 
directors and other officials of public companies have contributed 
largely to the personnel of the House of Commons. It is only 
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natural that when legislation has been promoted of a kind likely 
to affect the interests of the businesses with which such Members 
were concerned, they would use their position in Parliament to 
shape such legislation in the direction most beneficial to those 
interests. A study of Hansard will go far to put this suggestion 
beyond doubt. On the other hand, since a large number of 
the artizan population were admitted to the franchise in 1867, 
the feeling has been growing that their economic interests should 
also be represented in the House of Commons. Particularly is 
this the case since the later ‘eighties, with the birth of the 
“new unionism.” That is to say, as a speaker put it at the last 
meeting of the Trade Union Congress, modern conditions of 
industry have made it essential that the Trade Union movement 
“must be dual in character. ‘There is such a close co-relation 
between industry and political action and activity that it is 
impossible to put down a line and say where one begins and the 
other ends. We must have our industrial side to deal with the 
making of contracts and wage agreements and for looking after 
the individual welfare of our members. But the place for securing 
economic reform is in the House of Commons; and therefore, 
while we operate industrially through our Trade Unions, Labour 
must have its own mouthpiece in the House of Commons—to 
there proclaim to the nation and the Government the not senti- 
mental desires, but our real interests—the interests which will 
allow our people to enjoy that condition of life that wealth- 
producers are entitled to receive.” 

Far more serious, however, is the fact that the legal decision 
in the Osborne case strikes at the freedom of discussion and 
resolution which has always been enjoyed by the Trade Union 
Congress since its inception in 1868, while the origin of most 
of the social reforms now being enjoyed can be traced to the 
annual assembly of organised labour. If the function of Trade 
Unions is to be confined to the narrowest interpretation of the 
phrase ‘“‘to regulate the relations between employer and em- 
ployed,” the only obvious result will be a return to the dislocation 
of industry through strikes which was so characteristic a feature 
of Trade Unionism during a great part of the nineteenth century. 
Further, such industrial conflict would in all probability be of a 
much more serious kind, because it would be conducted by work- 
people fortified with a feeling of intense bitterness at being denied 
rights to which they considered themselves entitled, and also with 
a better conception of how to express their antagonism as a result 
of the education of half a century. Already, on more than one 
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occasion, responsible Trade Union leaders have hinted at defying 
the law in the matter of levies for political purposes. Especially 
is this so in the case of the miners, one of the most important 
and most essential bodies of workpeople in the country. These 
expressions of defiance influence the rank and file to a greater 
extent than is recognised by most people outside the labour move- 
ment, and might lead to consequences difficult to forecast. 

Yet another cause of unrest is a yearning for a broader outlook 
which characterises the present generation of workpeople. They 
desire to know more about those studies which are not concerned 
primarily with their material conditions—literature, philosophy, 
natural history, while the desire to study economcis and to know 
more about specific economic questions is steadily gaining ground 
amongst them. It is not unlikely that the fiscal controversy has 
done much to interest workpeople in economic subjects. But 
leisure is needed to enable one to follow such studies as these 
with any prospect of profit, and this the average worker does not 
get. Those who have opportunities of meeting working-class 
students know the extreme difficulties under which their studies 
are conducted, and one is sometimes led to wonder at the rela- 
tively good results achieved. A generation ago the handicap 
would have been too heavy for the effort at intellectual improve- 
ment to be sustained, but the younger workpeople to-day are in 
a large measure the products of an extended system of education 
inaugurated by the Act of 1870. This fact not only explains the 
desire for more knowledge, but also the growing feeling 
that the best education—the knowledge which makes power 
—should be available for all those capable enough to benefit 
by it in order to enable them to contribute of their best 
to the nation. Numbers of workpeople to-day are looking 
back upon the years—ali too short in many cases—spent in the 
Public Elementary School, when in the upper standards they 
had the doors of knowledge open to them a very little way, and 
they began to study science, literature, history, and, if they were 
fortunate, a little art. But for the great majority the study of 
these things was cut off when the interest was just being 
awakened. The desire remained, however, and very often at 
great sacrifice they struggled on, only to find all avenues of 
advancement and social service closed to them. Discontent 
followed as a natural consequence ; and this has gathered strength 
as it has been passed on to others, until to-day we are beginning 
to learn—one is doubtful whether we yet recognise it—that the 
poet’s reference to the “mute inglorious Milton” applies to an 
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ever-increasing number of the working classes in England. 
Hence, everywhere workpeople are calling out for increased 
educational facilities, both in time and finance. In regard to the 
latter, it is recognised that a liberal education, like all good 
things, has to be paid for, and, as we have already attempted to 
show, the cost is out of the reach of workpeonle. It would appear 
certain, therefore, that the future will witness a larger demand 
by them upon the funds of the Universities and other educational 
resources, in order that the ability now latent shall receive an 
opportunity of adding its contribution to the general stock of 
knowledge, and enable the masses of the community to participate 
more and more in the solution of social problems and in the 
performance of social service. Their demand for advice as to 
their studies, requests for the latest information as to the pro- 
gress of the particular branches of learning in which they are 
interested—and these cover a wide range—their keenness “to 
know what you think” of a particular subject of an economic or 
political character “reported in this morning’s paper,” are all 
evidence of a wide-spread determination to get at the root of 
things in order to uplift their class and to secure for it increased 
happiness. 

One other point requires to be touched upon. At the present 
time there is a tendency to ascribe much of the unsatisfactory 
conditions of workpeople to the existence and policy of such 
bodies as the Trade Union Congress and the Labour Party, 
which bodies, curiously enough, are being assailed from two 
opposite points. On the one hand, the believers in laisser faire, 
those who would still leave the contract between employer and 
employed to be decided without the assistance of a third party, 
ascribe the present unrest to the fact that workpeople are begin- 
ning to recognise the evil of such interference. They claim that 
the obvious result of agitation to force up wages is to reduce 
employment, and so decrease consumption, which again reacts 
upon employment and withdraws capital from industry. This 
argument is not novel, as most readers of THE ECONOMIC JOURNAL 
will know, but it is irrelevant, because we have already shown 
that despite Trade Union activity and the presence of a Labour 
Party in Parliament, real wages have actually decreased. More- 
over, these same people argue that it is high wages which force up 
the cost of living. We have seen already that the increase in 
the cost of living during the first ten years of the present century 
is altogether out of all proportion to the increase in wages. So 
that it is difficult to see how high wages and low wages can at 
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the same time be the cause of an increase in the cost of living. 
It is also suggested that the organised action of workpeople has 
checked the investment of capital at home, and that capital is 
looking more and more to foreign sources. Whether that is so 
or not may be a matter for discussion, but it is certain that if 
such a tendency is in operation it cannot be ascribed to any 
activities among workpeople peculiar to this country. As a 
matter of fact, in those countries most suited for the investment 
of British capital, Trade Unionism has increased during the last 
ten years at a more rapid rate than in England, and shows a 
tendency to be more militant. This is particularly so of America, 
Germany, and France. Apart from this, however, a complete 
refutation of such an argument is provided by a comparison of 
the gross assessments to income tax during the last decade, as 
shown by the Income Tax Returns :— 


Gross Assessments 


Fiscal Year. to Income Tax. 
1900-1 peak ees) wa aetees 833,000,000 
Ls a ker ae 867,000,000 
Oo ee ee ,000, 
ve = re ee 903,000,000 
1904-5 Geis eee? “tes | t9ae 912,000,000 
re 925,000,000 
1906-7 Ses. ge = Ge Pal oes 944,000,000 
a roe. 980,000,000 
1908-9 ... ... ...  ... 1,010,000,000 
1909-10 ... ... ... ... 1,050,000,000 


From the opposite side there is a decided inclination among 
workpeople to complain that they are not receiving a sufficient 
share of the wealth they help to create, and they are inclined at 
times to blame their Trade Union officials and Labour M.P.’s. 
It is always more difficult for the person immersed in the details 
of a movement to make such sweeping demands and generalisa- 
tions than it is for those for whom he is acting. At the same 
time, one is inclined to think that workpeople have of late years 
been too much inclined to live upon the history of their trade 
societies, instead of striving to make fresh history, and to expect 
too much from a body of men who constitute but a small frac- 
tion of the House of Commons. Nothing is done by simply having 
machinery. ‘The machinery must be put into operation and 
must be efficient, and one is inclined to think that Trade Union 
activity is weakened at the present time by its lack of cohesion, 
while combined capital is now in the position occupied by the 
Trade Unions in the ’seventies of last century. During the last 
year important steps have been taken towards the consolidation 
of separate unions operating in the same industry, and important 
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negotiations are now proceeding with the object of amalgamating 
the three national Labour bodies—the Trade Union Congress, 
the Labour Party, and the General Federation of Trade Unions. 

I have endeavoured to deal with some of the causes of 
unrest among workpeople, and the ideas which are shaping 
themselves to meet them. Probably some who read this article 
may think other causes should have been mentioned, and that 
of those dealt with more notice should have been given to one 
than another. While this may be a reasonable criticism, I can 
only say that the conclusions contained herein have been formed 
after several years’ practical study of working-class movements 
and problems, supplemented by valuable information gained by 
discussing the matter with workpeople of different opinions, in 
different occupations, and coming from different parts of the 
United Kingdom. 

JOHN G. NEWLOVE 


- 


Ruskin College. 





JAPANESE FINANCE. 


1. General Remarks.—The economic condition of Japan in 
1910, especially of the latter part of it, was steady and healthy. 
Though a cry of depression and business difficulty prevailed in 
many quarters, the abundance of capital had a stimulating effect 
on business enterprises. Moreover, on account of the business 
activity of Europe and America, the exportation of raw silk, 
“habutae,” tea, etc., increased, while the rise of silver caused 
an activity in the export trade to China and other Oriental 
countries. In the import trade, especially of raw materials, a 
great increase took place. 

The flood and the bad crop of rice of last autumn caused but 
little harm, and a sudden rise of the price of rice led to the 
gradual rise of prices of other commodities. On account of the 
floods and the bad weather, a large decrease of rice crop was 
generally expected, and the rise of the price of rice was dispro- 
portionally great. According to the calculation of the Depart- 
ment of Agriculture and Commerce, the rice crop of last autumn 
was expected to be smaller. On October Ist it was 47,474,889 
“koku,”! which is a decrease of 4,962,773 “koku,” compared 
with the crop of the previous year, the percentage decrease being 
about 9°5 per cent. But the average price of rice, which was 


1 A “koku” is about 5 bushels. 
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at yen 13°14 per “koku ” in 1909, was at yen 15°09 on October 1st, 
1910; being a rise of 14°76 per cent. Since the beginning of 
1911 the price has continued to rise further, being yen 15°36 at 
the end of January, yen 16°29 at the end of March, and yen 17°10 
on the 26th of April. This last figure, when compared with that 
of the average for 1909, shows an increase of about 30 per cent. 
Consequently, the agricultural class profited much, and the im- 
portation of oil-cakes and other fertilisers in the six months 
ending March, 1911, increased by more than 30 per cent. com- 
pared with the corresponding period of the preceding year. Such 
agricultural prosperity, as was stated in a previous letter, is 
sure to react favourably on other branches of industry and 
trade. 

2. Money Market.—On account of the triple redemptions of 
national loan bonds in the first half of 1910, more ease was given 
to the money market, and the rate of interest continued to become 
lower and lower. The Bank of Japan discount rate, which was 
7°3 per cent. in January, 1909, and 5°84 per cent. in August of 
the same year, was lowered to 5°11 per cent. in January, 1910, 
and 4°75 per cent. in March. 

As for the market rate of interest, the decline was more remark- 
able. The average of the discount rate at Tokyo, which was 
8°95 per cent. in January, 1909, and 7°33 per cent. in June, 1909, 
was 6°11 per cent. in January, 1910, 5°87 per cent. in June, 1910, 
and 5°45 per cent. in September, 1910. However, in the last 
quarter of 1910 and the first quarter of the present year, the 
market rate rose a little, being about 5°6 per cent. 

Among other things, the most striking was the increase of 
deposits. The Post Office deposits, the annual average increase of 
which was yen 15,000,000, increased by yen 36,000,000 in 1910, 
giving a total of yen 160,000,000 at the end of that year. The bank 
deposits of six great cities was also remarkable. The total deposits 
of all these banks, which was yen 544,079,118 at the end of 
January, 1909, and yen 594,896,551 at the end of June of the 
same year, was yen 648,600,350 at the end of January, 1910, 
yen 700,073,190 at the end of June of the same year, and yen 
729,191,876 at the end of September of that year. In the last 
quarter of 1910 these deposits showed a slight decrease, being, 
at the end of December, yen 691,835,312. In the present year, 
however, it began to increase again, being yen 721,924,140 at 
the end of March. 

The loans of these banks also steadily increased throughout 
the year 1910. The total of loans in 1909, which was yen 
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522,871,373 at the end of January, yen 558,131,937 at the end 
of June, and yen 588,511,455 at the end of December, was, in 
1910, yen 588,442,769 at the end of January, yen 638,825,126 at 
the end of June, yen 682,580,483 at the end of December, and 
in 1911 it was yen 694,255,426 at the end of March. 

During the first quarter of 1911 an increase is observable 
in the deposits as well as in loans, but the discrepancy between 
the two was not so great as in previous years, proving the decrease 
of money lying idle in bank coffers. According to the calculation 
of the Bank of Japan, the amount of funds for new enterprises 
was, in 1908, yen 135,232,120, in 1909 yen 128,257,535, and 
in 1910 yen 487,000,650. 

The succession of debenture issues by various companies was 
also one of the striking features of 1910 and of the first quarter 
of 1911. According to the calculation of the Industrial Bank of 
Japan, the total amount of those issues in 1910 was yen 
95,973,000. Compared with the figures of the previous year, 
which were yen 25,763,000, the increase is enormous. The total 
amount of debentures outstanding, which was yen 137,765,670 
at the end of December, 1909, rose to yen 203,152,925 at the 
end of 1910. Even in the first four months of 1911, issues 
amounted to yen 37,140,000. Besides, other bond-issues by public 
corporations took place in the latter half of 1910, and in the first 
five months of 1911; the Municipal Loan Bonds of Osaka of 
yen 10,000,000 that of Nagasaki of yen 4,287,000, and that of 
Chinese Government Railway Loan Bonds of yen 10,000,000, 
being most conspicuous. 

3. Budget.—The increase in the expenditure by the annexa- 
tion of Korea for the present fiscal year was far less than was 
generally expected. But the flood of last autumn, which affected 
almost all districts of the north-eastern half of the Hon-shu, 
mainland, including Tokyo, necessitated a big disbursement. At 
the same time, the naval extension, though insignificant when 
compared with those of the United States and of some of the 
European powers, had to swell the budget. Thus the figures 
for 1911-12, compared with those of the preceding fiscal year, 
stand as follow :— 











REVENUE. 
1910-1911. 1911-1912. 
Yen. Yen. 
Ordinary ... ... 486,793,876 492,138,000 
Extraordinary ... 47,509,985 59,894,539 
Total ... 534,303,861 552,032,539 
peer ert So eeeneentiaaee 
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EXPENDITURE. 
1910-1911. 1911-1912. 
Yen. Yen. 
Ordinary ... ... 417,682,876 406,869, 127 
Extraordinary ... 116,620,985 144,838,548 
Total ... 534,300,861 551,707,675 
percent me se a 


To meet the increase, however, no special measure was taken ; 
about one-half of the balance being met by the natural increase 
of the revenue, and the other half being supplied by the Deposit 
Bureau. 

In framing the budget for the present fiscal year, the Govern- 
ment devoted yen 145,923,840 for debt services, out of which yen 
50,000,000 was to be used to redeem the principals of the national 
loan bonds. As the amount of the redemption funds, brought 
forward from the previous year, was yen 72,000,000 in total, 
yen 122,000,000 is applicable for the redemption of the principals 
of the national loans in the present year. ‘The redemption of 
the exchequer bonds, amounting to yen 65,898,375 were an- 
nounced on 10th April, 1911, to be redeemed or converted with 
4 per cent. bonds. 

4. Annexation of Korea.—The long unsolved question of 
Korea was settled at last in August, 1910. It was considered 
urgent and important to place the finance of the peninsular on 
a sound and independent basis. The finance of Chosen was 
made a special account, and the budget of Chosen for the present 
fiscal year gives a sum of yen 48,740,000. Of this, yen 20,850,345 
is for the extraordinary expenditure, and to be used for land- 
surveying, highways, railways, telegraph, telephone, custom- 
houses, etc., etc. 

For the development of the new territory the Government has 
decided to raise the public work loan bonds of yen 56,000,000. 
Out of these funds, yen 10,000,000 will be used in improving the 
main public roads throughout the peninsula, while yen 37,000,000 
is to be devoted to the construction of the Tai-tyén-Mok-po line 
and Seoul-Gensan line, as well as for the improvement of the 
Seoul-Fusan line and the Seoul-Wiju line, so as to complete the 
connection with the South Manchurian Railway line. With the 
rest of the funds, yen 8,270,000, the harbours of Fusan, Chemulpo, 
Chinnampo, and Phyngyang are to be improved. All these 
above-mentioned works are to be completed in the course of about 
six years. 

As the central monetary organ of Chosen, the further activity 
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of the Bank of Chosen was necessary, and the specie reserve was 
increased from yen 20,000,000 to yen 30,000,000. At the same 
time the sphere of action of the Oriental Colonisation Company 
was extended. 

The once oppressed Koreans are now placed under an en- 
lightened system of Government and enjoying benefits hitherto 
quite unknown to them. ~ 

5. Foreign Trade. 


Exports. Imports. 
Yen. Yen. 
1905 ... ... ... 321,533,610 488,538,017 
1906 ... ... ... 423,754,892 418,784,108 
1907 ... ... ... 432,412,873 494,467,346 
1908 ... ... ... 378,245,673 436,257,462 
1900... ... ... MIS, EE2 Git 394,198,843 
BIO ws isn 0s; SERIE CCF 464,233,808 


In 1910, the excess of exports over imports again disappeared. 
But this is to be attributed to the great increase-of imports of 
raw cotton, and by no means to any decrease of exports. Com- 
pared with the previous year, almost all the export commodities, 
raw silk, silk tissue, ““habutae,” waste silk, cotton yarns, straw 
plaits, tea, etc., show a great increase. The increase of imports 
is principally due to the increase of the importation of raw cotton, 
the increase being over yen 50,000,000. Next comes the increase 
in the importation of iron, machines, and woollen goods. 

The following table gives figures for the first quarter of 1911 
and of the previous year :— 


From JANUARY TO MARCH. 








1910. 1911. Increase. 

Yen. Yen. Yen. 

Exports «os cee. toe) =~6SRORT TER 99,630,829 603,047 
Imports soe ae (wes, UOGpROU aaa 145,200,668 29,098,419 
Excess of Imports 16,471,420 46,172,886 29,701,466 











Although the present year’s export to Europe and America, 
especially of raw silk, silk tissue, and “habutae” continues to 
be active, yet, owing to the fall of silver, the exports to Chitia 
and other Oriental countries declined considerably. And, more- 
over, on account of the bad rice crop of last year, the importation 
of rice greatly increased. The expected increase of tariff rates 
is also causing a large increase of iron, machines, wools, and 
cotton tissues. Before the new tariff comes into effect in July, 
the increase of imports in the first half of the year is inevitable. 
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6. Prices and Wages.—-The general level of prices, which 
had begun to rise since the spring of 1909, again began to fall 
in the autumn of the same year, owing chiefly to a good crop 
of rice. A general outcry of depression was again heard. How- 
ever, throughout the year 1910 and the first quarter of 1911, 
a steady rise of prices can be noticed. 

The wages had steadily and almost incessantly risen until 
the year 1908. But in 1909, when the influence of the depression 
of 1907 was most severely felt in this country, and when the 
expected good crop of rice of that autumn caused the fall of prices, 
the wages fell a little, as shown in the following table :— 


1900. 1907. 1908. 1909. 

Yen. Yen. Yen. Yen. 
Farm labourer... 0°295 0°360 0°360 0'380 
POMOF 4... cs co, OTOBS 0°740 0-770 0°790 
Shoemaker ... ... 0°473 0°580 0°630 0°660 
Confectioner ... ... 0°298 0°360 0°390 0400 
Carpenter woo oon SOROBO 0°750 0°810 0-800 
Plasterer... ... ... 0°540 0°760 0°850 0°820 
Tile roofer ... ... 0°585 0:870 0:970 0:940 
Printer... ... ... @840 0°440 0-470 0°490 
Blacksmith ... ... O°475 0°650 0°680 0:670 
Cartwright ... ... 0°465 0°630 0°670 0°650 


Though the figures for 1910 and 1911 are not yet obtainable, 
the revival of business and the higher prices of commodities in 
general must have led to further rise of wages. 

7. Factory Law now Passed.—I reported in my last letter that 
the Factory Act was presented to the Diet in the session before 
the last, and that it was withdrawn by the Government, some 
revisions being found necessary. Since the withdrawal, further 
investigations were made by the Government, and last autumn 
the Government sought the views of the prefectural governors, 
the Commercial Chambers, the Central Sanitary Association, the 
Industrial Associations, and the Productive Resources Research 
Committee, etc. This latter made the most diligent and thorough 
investigation, and the views of this Committee were taken into 
consideration in revising the Bill. 

When the newly revised Factory Act was brought forward 
in the last session of the Diet, it was much discussed. With few 
amendments, however, it was at last passed by both Houses, 
and was ultimately promulgated on March 29th, 1911, enact- 
ments of importance being :— 


Art. 1. This Act is applicable to factories which come 
under either one of the following parts :—1. Factories which 

















1911] JAPANESE FINANCE 487 


ordinarily use fifteen or more workers. 2. Factories where 
the work conducted is of a dangerous nature or is liable to 
prove injurious to health. Factories to which this Act need 
not be applied shall be exempted by Imperial Ordinance. 

Art. 2. Factory owners are not allowed to employ children 
under twelve years of age. This does not apply to cases 
where the owners continue to employ children over ten 
years of age at the time of the coming into force of the present 
Act. The Administrative Authorities concerned may permit 
factory owners to employ children over ten years of age, 
provided that the works are easy ones. 

Art. 3. Factory owners are not allowed to employ women 
or persons under fifteen years of age longer than twelve 
hours a day. The Minister of State concerned may extend 
the afore-mentioned hours of work by two hours or less 
according to the nature of the work, during the ten years 
after this Act comes into force. ‘ 

Art. 4. Factory owners are not allowed to employ women 
or persons under fifteen years of age between 10 p.m. and 
4 a.m. (To this provision, however, many exceptions are 
made.) 

Art. 7. Factory owners shall provide at least two rest days 
every month for women and persons under fifteen years of 
age. In cases where workers are divided into two groups and 
put to work by alternation, and where night-work is neces- 
sary, there shall be at least four rest days. Factory owners 
shall also provide a rest of thirty minutes, at least, in the 
interval of the hours of work, when the daily hours of work 
exceed six hours, and not less than one hour when the number 
of such hours exceeds ten. In cases where workers are divided 
into two groups and put to work between 10 p.m. and 4 a.m. 
by alternation, the hours of work shall be altered at least in 
every ten days. 

Art. 15. Factory owners shall extend such relief as is pro- 
vided by Imperial Ordinance to factory workers, or their 
family relatives, when such workers are injured, fall ill, or 
die, while discharging their duties without gross negligence 
on their part. 


8. South Manchurian Raitlway.—The success of £6,000,000 
debentures of the South Manchurian Railway Company, which 
was issued in London on January 3rd, 1911, gave great satisfac- 
tion in financial circles. 
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As is shown below, both in the rate of interest and in the 
issuing price, the new debenture is more favourable than pre- 
ceding ones :— 


Ist. 2nd (notes). 3rd. 4th. 
Date of Issue . duly, 1907. June, 1908. Feb. 1909. Jan. 1911. 
Amount of Issue . £4,000,000 £2,000,000 £2,000,000 £6,000,000 
Price of Issue . £97 £98 £97 10s. £98 
Rate of Interest . 5percent. 5 per cent. 5 per cent. 4‘5 per cent. 


Of the nearly raised funds, £2,000,000 will be used for redeem- 
ing the notes which were raised in June, 1908, and is to mature 
in June, 1911. The rest of the funds will be used for the im- 
provement of the lines, harbours, etc. 

When the Mukden Antung line is completed the facilities 
for communication between London and Tokyo will be further 
increased. The more the South Manchurian Railway is improved, 
the more the trade of all commercial nations will be benefited, not 
to speak of the preservation of peace and the furtherance of 
civilisation in the Far East. 

JIUCHI SOYEDA, 
Correspondent of the Royal Economic Society. 


OBITUARY.—EMILE LEVASSEUR. 


ScIENCE in France has just lost one of its most splendid 
veterans. Emile Levasseur died on the 10th of last July, at the 
age of 82. His long life was a marvel of industry and fertility. 
To his father, a watchmaker on a modest scale in the Rue Saint- 
Denis, at Paris, belongs the merit of presaging his son’s high 
intellectual vocation. A pupil at the Lycée Bonaparte, the boy 
was thus associated, for life as it proved, with the University of 
France, of which he was to become a most illustrious representa- 
tive. In 1849 he entered the Ecole normale supérieure. His school 
life over, he became in succession a provincial professor at the 
lycées of Alengon and Besangon, then professor at the Parisian 
lycées Saint-Louis and Henri Quatre. It was his special function 
to teach history. But he was among the first scholars to be con- 
vinced that it is impossible for anyone, at the present day, to 
become a genuine historian without being at the same time a 
geographer, an economist, and a sociologist. Herein lies the 
explanation of the variety and abundance of Levasseur’s work. 
Concurrently with his manuals and his classical text-books, we 
have from him a whole series of important works, each of them 
representing years of study and reflection. 
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First came: Le Systéme de Law et la Question de l'or, 
wherein he gave evidence of rare perspicacity in monetary 
matters. Later on appeared La Population frangaise, three bulky 
volumes, in which every aspect of the demographic question is 
reviewed, and the conclusions in which are, and will long remain, 
authoritative. Besides this, scholarly inquiries on the American 
labourer and American agriculture should be remembered. But 
let us chiefly recall his monumental Histoire des classes ouvrtéres. 
This he first offered to the public in four volumes. The re- 
editing of these in five volumes during the last part of his life 
amounts almost to a new work, and may be looked upon as, 
perhaps, the author’s scientific will. Without pretending to 
ignore the danger of the social antagonism of which he was a 
saddened spectator, Levasseur could not refrain from believing 
in the future, and at times gave vent to his enduring optimism 
in language of genuine eloquence. 

When the fifth volume of this masterly work appeared, he was 
an octogenarian, and seemed to consider that his life-work was 
at length accomplished. But he was not one to rest before 
the call came to rest eternal. With a hardihood little short of 
recklessness, he was seen to set about a Histoire du Commerce 
de la France, the first volume of which appeared some months 
ago, and the second volume of which is in the press. 

Eminent and indefatigable as a publicist, Levasseur remained 
whole-heartedly a professor. At an age when most of his peers 
would have laid aside all care of teaching, he still filled three 
chairs, and did credit equally to all of them: to that at the 
Collége de France, to that at the Conservatoire national des arts 
et métiers, and to that at the Ecole Libre des sciences politiques. 
He had become for France the Grand Master of political economy 
and, above all, of statistics. He was possessed of a discerning 
devotion to facts, and these he was unwearied in methodically 
recording, and in interpreting with prudence and sagacity. As a 
statistician, he held aloof equally from men possessed, through 
whatever cause, with the superstition of figures, and from those 
who show a mistrust of figures no less exaggerated. 

The total amount of work represented by Levasseur’s life 
overwhelms the imagination. He was always at work. He was 
everywhere at work. Everywhere he could be seen taking notes, 
sorting cuttings, correcting proofs. When sent by his physician, 
against his will, to the seaside, he took his proofs along with him, 
and spread them out on the beach, with big stones on them to 
prevent them from being blown away. And there, too, he was at 
work from morn till eve. 
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His pupils and his colleagues would smile at times at his 
incessant labours, at his innumerable presidings and collabora- 
tings. But all loved him deeply, loved his inflexible integrity, his 
devotion to the good and the true in every shape, his constant 
benevolence towards all, young and old. And all admired the 
almost heroic energy with which, in his last years, he fought 
with his infirmities and with the sufferings that fell in full 
measure to his lot. 

He became finally Administrator-General of the Collége de 
France. In this noble house was celebrated on the 8th December, 
1908, a touching ceremony, it being Levasseur’s eightieth birth- 
day, and the fortieth anniversary of his admission to the Institut 
de France : he had been elected at 40 years of age—a rare event 
—member of the Académie des sciences morales et politiques. To 
celebrate this double Jubilee, his colleagues, friends, pupils, 
and disciples had raised between them funds to have a portrait- 
medal of him engraved by the great artist Chaplain. And 
Chaplain had once more executed a chef-d’euvre. The medal 
was solemnly presented in the great hall of the Collége de 
France, too small that day for the crowd that sought entrance. 
Speeches were made on behalf of the Institut de France, the 
Ecole normale supérieure, the Conservatoire des arts et métiers, 
the Ecole des sciences politiques, the Association pour l’enseigne- 
ment secondaire des jeunes filles, the Société de Statistique de 
Paris, the Ministry of Education. These successive allocutions 
were all alike in the sincerity and emotion with which they 
rendered homage to the great man of science, to the noble 
character, and, no less, to the great Liberal, who was the hero of 
the festival. 

A fine and lofty simplicity characterised Levasseur’s reply. 
After recounting the successive stages of his university career, the 
eloquent octogenarian concluded with these words, giving a com- 
plete miniature of himself: “At my age, one must give up 
ambitious hopes; but there is yet room for work. I shall work, 
as in the past, at teaching myself, at teaching others: scire et 
prodesse, as long as strength of body and mind sustain me. When 
the last moment comes, I shall leave my life not without regret— 
for I shall leave duties undone, and affections in mourning—but 
without bitterness : I shall have done what I could.” 

Beyond France, as in France, there is no one who has seen 
Levasseur at work who will not salute his memory with emotion 


and with reverence. 
A. DE FOvILLE 
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CURRENT Topics. 


THE symptoms of industrial unrest, to which reference has 
been made in recent issues of this JOURNAL, have developed into 
somewhat acute forms of industrial disease during the last few 
weeks, and although the immediate crisis has passed (August 25), 
the period of assured recovery, and thus of renewed industrial 
peace, may not yet have been reached. The most conspicuous 
disputes have been among various classes of transport workers, 
mainly seamen, dock labourers, lightermen, stevedores, coal 
porters, carmen, tramway-men, and railway-men. For the most 
part the disputes were sporadic, the movement among the seamen 
and the railway-men having been the most widely spread, and in 
these two cases—in the former by a rapid succession of strikes, 
and in the latter by a sudden and simultaneous movement—the 
stoppages involved approached national dimensions. But the areas 
of aggravated difficulty were for the most part localised, Liver- 
pool, London, Hull, Manchester, and a few places in South Wales 
being among those centres where, for varying periods and through 
the action of different grades of workers, local normal conditions 
most completely broke down. 


In most cases the various disputes took the simple form of the 
mere refusal to work, but the limits of lawful picketing were 
frequently exceeded, and, even in London, for a short period, 
intimidation on the part of carmen and others was resorted to as 
an aid to the less aggressive weapon of voluntary idleness. From 
the still worse forms of industrial unrest the Metropolis, in 
common with most other centres, has, however, been practically 
free, and, as compared with the developments that ensued else- 
where, especially in Liverpool, such paralysis of the trade of 
London both at the Port and at other distributing centres as 
resulted was unaccompanied by active disorder. 


In London, as elsewhere, a distinguishing feature of the move- 
ment has been the extent to which the affected groups acted 
together, and, although the purely sympathetic strike has not 
been greatly in evidence, most sections formulating their own 
demands, the recent movement was marked by a degree of 
concerted action on the part of the different sections that has prob- 
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ably never before been realised in this country. This increased 
solidarity has been furthered by the National Association of Trans- 
port Workers, and the attempts made to secure a settlement on 
behalf of the various occupations before any of the component 
groups would resume work, was a characteristic feature of the 
contest. In general, concessions, either of wages or hours, or 
both, as well as regards other conditions of employment, have been 
made, the measure of success achieved in some cases increasing 
rather than lessening the difficulty of securing final settlements, 
through the hopes of obtaining still further advantages to which 
success sometimes immediately gave rise. 





THE movement of the railway workers, although doubtless in 
part inspired by the advantages that were being won, and by 
the unrest in other allied fields of employment, was distinct, 
organic, and, in the end, startlingly sudden. The other transport 
workers, although by their action restricting the supply of many 
of the primary requirements of the community, and, although 
failing to win any wide measure of public sympathy, had left 
the community, as a whole, unmoved. The threatened national 
stoppage of the railway facilities of the country on a twenty-four 
hours’ notice was, however, regarded differently, alike by the 
Government and the country. In this case, if not in the others, 
it was felt that the community was directly and corporately affected 
and threatened, and the strength and influence of the Government 
were used to avert the national calamity that would have followed 
had an effective national strike resulted. In the interests of the 
community it was made clear that in this case the strike, in as 
far as possible, was to apply strictly only to those who directly 
and voluntarily participated. The resources of conciliation were 
also used simultaneously, and, after a brief stoppage—accom- 
panied by a few regrettable attempts at coercive violence, and, 
at Llanelly, by outrage, riot, and some bloodshed—the appoint- 
ment of the Commission of Enquiry at present sitting was agreed 
to, and a general resumption of work followed. 


W2aat influences have been at work to lead to the industrial 
ferment to which the preceding paragraphs refer? These 
influences range clearly from those that are most general in their 
effect, such as the increasing gold production of the world, the 
diminished ratio of supply to demand of various staple commodities 
in general consumption, and the widespread tendency for prices to 
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rise, and thus for the cost of living to increase; to those, on the 
other hand, which are purely proximate and sectional, such as, in 
the case of the railway-men, their deep dissatisfaction with the 
working of the Railway Conciliation Boards. 





Many other influences might be enumerated: the period of 
expanding trade through which the country is passing, and the 
more active demand for labour ; the slow rate at which wages have 
been moving upwards recently ; and the higher standard of demand 
that is slowly making itself felt as a result of the example of 
the wealthier classes, of education, of the Press, and of propa- 
ganda. Accompanying such influences have been the impatience 
of Parliamentary, and, in some directions, of Trade Union 
procedure, significant illustrations of the latter having been again 
found in the difficulty with which official leadership has been able 
at times to secure the adhesion of the rank and file to terms that 
have been officially approved. At such a period as the present it is 
also inevitable that ignorance should tend to over-balance the 
demands that enlightenment may inspire, and the non-recognition 
of the extent to which the interests of every grade engaged in 
industry and trade are identical and forgetfulness of the truth 
that as profits are more assured so does the share of wages tend 
to increase, may be cited as illustrations of this lack of insight. 
Certain influences making directly for social disruption, rather 
than for the settlement of industrial difficulties—for industrial 
strife rather than for industrial peace—must also be mentioned. 
To some who have been active promoters of the struggle, the real 
objective appears to have been as much political as industrial, 
and guidance that is inspired by an impatience, be it traceable 
to idealistic or to self-interested motives, of the existing industrial 
order, is, while its influences lasts, a source of danger. The notion 
of the universal strike has been entertained by some, and the 
ruinous experiences of Liverpool have provided the chief object- 
lesson at once of the power and of the limitations of extremist 
views, and have revealed the latent forces making for disorder that 
are ready in a great and complex community to spring up when 
the controlling forces of society are withdrawn. 


As an influence contributory to the recent spell of industrial 
conflict the season of prolonged drought and unusual heat may also 
be noted, tending, as it has done, to diminish the importance of 
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the primary requirements of shelter and clothing, increasing the 
disinclination to work, quickening temper, and thus lessening the 
power of self-control] and restraint. 





INDUSTRIAL difficulties that are traceable to such a variety of 
causes—economic, social, mental, and physical, those that are 
personal ranking some as beneficent and others as the reverse— 
clearly demand for their redress a varied series of correctives, and, 
in the absence of these, mere machinery can achieve but little. A 
first requisite, for instance, will be increased goodwill. But, as an 
aid to the community, the machinery for the settlement of indus- 
trial difficulties has its own distinctive value, as the experience of 
recent years, both in this and in other countries, has shown. 
Towards the more extended provision of such machinery, on a 
legislative basis, there is evidence that the public mind is turning, 
and some general indications of this have been given both by the 
Press and by Parliament. 


THE most distinctive demand for Parliamentary action, as at 
present formulated, appears to be aiming, not as in Western Aus- 
tralia, in the Commonwealth, and in New Zealand, at compulsory 
industrial arbitration, but, as in Canada, at the simpler and safer 
task of compulsory investigation, leaving the strike and lock-out 
illegal only if entered upon while the results of the official enquiry 
are still pending, and placing reliance upon a saner and more 
effective public opinion, instructed by the machinery of investiga- 
tion itself. It is noteworthy that Mr. Crooks has already given 
notice of his intention to introduce a Bill next session on the lines 
of the Canadian Industrial Disputes Investigation Act, and that 
proposals drawn up by Sir Charles Macara embody very similar 
principles. 


At the Summer Meeting of University Extension Students 
held at Oxford in August, which was devoted this year in the 
main to the study of German History and Literature, two con- 
ferences, over which Lord St. Aldwyn presided, were held on 
Saturday, the 12th of August, dealing respectively with the 
subjects of National Insurance and of Town Planning and 
Housing. A paper on Workmen’s Insurance in Germany, by Dr. 
E. J. Schuster, in which the author furnished a comprehensive 
conspectus of the German provision for insurance, was read by 
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his son in the morning. In Dr. Schuster’s opinion the varie- 
gated character of the German system, and the elasticity marking 
those insurance associations, which were the chief instruments 
employed for the purpose, have proved to be of conspicuous advan- 
tage. In the afternoon papers on Town Planning in Germany and 
England were read by Mr. Raymond Unwin, the architect of the 
Co-operative Tenants’ Housing Association, and by Mr. T. C. 
Horsfall. The latter maintained that, while England had a great 
deal to learn from Germany in respect of town planning and street 
designing, Germany had also a great deal to learn from England 
in the ways and means of providing cheap and small houses for 
the working classes. Mr. Unwin urged that Germany was the 
country where town planning could be most profitably studied, 
because, on the one hand, the beginning of the towns could be 
traced back to the earliest date, and, on the other, at the present 
time all the different modern methods which could be employed 
were exemplified in German cities. The°Chairman, in intro- 
ducing the topic discussed in the afternoon, commented on the 
danger of the rigid use by a central authority of an undue amount 
of “red tape.” Lord St. Aldwyn himself looked forward to the 
diminished concentration of large populations in crowded centres 
as a probable and promising characteristic of the future. 


In the morning, in connection with the subject of National 
Insurance, Lord St. Aldwyn dwelt on the dangers of what he 
termed ‘‘general benevolence” and its consequent waste of 
national revenue, and on the necessity of remembering, and in- 
sisting on the recognition of, the vital principle of adequate 
contribution from the recipients of State benefits. In a similar 
strain, Dr. C. S. Loch, in a lecture at an earlier hour in the morn- 
ing, on the German Poor Law System, had called attention to the 
possibility of weakening, through the feeling of security engen- 
dered by the provision of national funds for such purposes, 
the energy and force of individuals on which society depended in 
the last analysis for enduring and effectual progress. On the 
previous days of the Summer Meeting, Mr. L. L. Price had 
delivered a course cf lectures (six in number) on Economic 
Theory and Modern Social Problems. In these an attempt was 
made to indicate the nature and to measure the degree of assis- 
tance, which theoretical reasoning on economic topics (especially 
in its more recent developments) could offer to the consideration 
and solution of such practical problems as those connected with 
Trusts, with Trade Unions, with the Fiscal Question, and with 

No. 83.—voL. XXI. L L 
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Socialism. Each lecture was followed by interrogation of the 
lecturer, and by a discussion, which was briskly conducted by 
the large audience, consisting, in many instances, of students 
from foreign countries, such as Denmark, France, Germany, and 
the United States. 





AMONG lights just risen above the literary horizon we notice a 
new periodical dealing with economic and social interests, Annalen 
fiir Sociale, Politik, und Gesetzgebung (published in Berlin, by 
Julius Springer). The first number of the first volume includes 
an article in which the Imperial tax on unearned increment in 
Germany (Reichszuwachstener) is criticised unfavourably by a 
high official. The capacity for military service (Wehrfdhigkeit) 
of the populations in large towns is discussed by the well-known 
statistician, Dr. R. Kuezynski. The towns do not compare so un- 
favourably with the country as some of Professor Brentano’s 
critics have supposed. 


Ir is not only the periodical lights of the literary firmament 
that are watched from the editorial observatory. Occasionally a 
change in some fixed star is observed. Of this character are the 
alterations in the latest edition of Dr. Marshall’s “Principles of 
Economics.” To complete the metaphor, news of the pheno- 
menon has taken time in reaching us ; our announcement is some- 
what belated. Among the new passages in the sixth edition are 
several relating to diminishing and increasing returns, with some 
reference to Professor Carver’s original views on those subjects. 
But perhaps the most generally interesting feature of the new 
edition is the alteration of the title-page so that the volume is no 
longer described as “Vol. I.” The painful suggestion of finality 
is removed by the announcement that the author is preparing ‘‘an 
almost independent volume, part of which is already in print,” 
on National Industry and Trade. 


Mr. JAMES BaxtTER, Berry Scholar of St. Andrew’s Univer- 
sity, has been appointed Assistant Lecturer in Economics at 
Sheffield University. 


A CONGRESS will be held by the Royal Economic Society at tne 
London School of Economics on Wednesday and Thursday, 
September 27th and 28th. The subjects for discussion are (1) ‘The 
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State in Relation to Railways”; (2) “The Financial Relations 
between Ireland and the United Kingdom.” The discussions will 
by introduced by papers : on the first subject, by Professor Colson, 
Mr. W. M. Acworth, Professor Mahaim, Professor Edgeworth, 
Mr. E. Cleveland Stevens; on the second subject, by Professor 
Bastable, Professor Kettle, Professor Oldham. 











RECENT PERIODICALS AND NEW BOOKS. 


The Economic Review. 


Jury. Legal Powers and Limitations of Trade Unions. Pror. 
W. M. Geupart. Logical Abstraction in Economic Theory and 
in Economic History. G. E. Unperuitt. The Inside of a 
Combine. J. G. Prineue. The Japanese Raw Silk Export. 


Journal of the Royal Statistical Society. 


June. The “Normal Crop” as a Standard in Crop Reports. H. D. 
Vicor. Seasonal Fluctuations in the Gas Industry. F. Poppur- 
WELL. 

The Nineteenth Century. 


June, 1911. The Facts at the Back of Unemployment. W. H. 
Mauuock. Referring to Mr. Snowden’s speech of July 4, 1910. 

Juty. Under the Crown. Si ATHELSTANE Barnes. An analysis of 
the expansion of the Empire in area and population during the 
Victorian era. 


Contemporary Review. 


JuNE, 1911. Rowton Houses for Women. CHRISTABEL OSBORN. 


Bulletin of the American Economic Association (Boston). 


June, 1911. Reciprocity and the Farmer. B. H. Hrpparp. The 
Aldrich Plan for Monetary Legislation. O. M. W. Spracue. 
There are also articles on the same subject by THorNToN CooKE 
and by W. A. Scorr. Recent Reports on State and Local 
Taxation. E. R. A. Sevieman. The Equation of Exchange. 
Irvine FisHer. <A supplement to the Purchasing Power of 
Money (reviewed above). 


The Women’s Trade Review. 


The Women’s Trade Review for July, 1911. An article on Women 
and State Insurance by Mary Macartuur contains some sharp 
criticisms of the Government scheme. 


Journal of Political Economy (Chicago). 


JuLy, 1911. This number contains five articles on Canadian 
Reciprocity, the first by Presipent Tarr. It is argued by Prof. 
TaussiG that the consequences of the Reciprocity will be slight. 
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Annals of the American Academy (Philadelphia). 

May, 1911. This number deals with Political and Social Progress 
in Latin-America. 

The Living Wage of Women Workers is the subject of a Supplement. 
This study of incomes and expenditures of 450 working women 
of Boston is prepared by Louise M. Boswortu under the direc- 
tion of the Women’s Educational and Industrial Union. 

Juty. This number deals with Risks in Modern Industry; the 
Supplement with Child Labour Laws. 


Journal des Economistes (Paris). 


Jung, 1911. Le régime de l'abonnement. Yves Guyot. Les diffi- 
cultés d’application de la loi sur les retraites ouvriéres et 
paysannes. Maurice Bettom. Le protectionnisme et le coit 
de la vie dans les familles ouvriéres. GERMAIN PatuREL. La 
dépopulation. GrorGes DE Novuvion. La circulation de banque 
aux Etats-Unis. RapHaEt-GEorGES LEvy. 

Juty. Le Budget de 1911. Yves Guyot. Les Principauz clients de 
la France. KE. Levasseur. L’Ecole autrichienne d’ économie 
politique (1st article). Frmsocren. Les _Bienfaits du protec- 
tionnisme sur lindustrie canadienne. DanieL BeExtiet. Un 
épisode de la vie de Turgot. G. ScnEtLeE. Aprés la conférence 
de Washington. FErnanpd Jacq. L’Ezportation des capitauz. 
A. RAFFALOVICH. 

Revue d’ Economie Politique (Paris). 

June, 1911. La conception matérialiste de Whistoire d’aprés Marz 
et Engels. C. Turczon. Une nouvelle évolution des moyens 
de transport. A comparison between canals and railways; 
unfavourable to ‘“Canalomanie,” Les trois notions de la pro- 
ductivité et les revenus. A. AFTALION. 


Revue Economique Internationale (Brussels). 
JuNE, 1911. This number deals with Siderology, and generally with 
metallurgy. 
Juty. The article on the harbours and shipping of France, by 
KE. Levasseur, is perhaps that splendid veteran’s last contribu- 
tion to literature. 


Jahrbiicher fiir Nationalékonomie (Jena). 


May, 1911. Zur frage der Milchversorgung der Stddte. P. ARNnoxp. 
Die Aktiengesellschaften. KE. Mout. 

JunE. Stadtverfassung und Zinfte Freiburgs im Breisgau. J. 
Eururer. Gibt es bei D. Ricardo eine absolute Grundrente? K. 
DIEHL. 

Juty. Die Ehelosen. H. Haacue. Statistical contrasts between the 
married and unmarried. Die Entwicklung des Preisniveaus. A 
continuation of Konrad’s celebrated series of index-numbers. 

Avuaust. Bodenbesiedelung in Neuseeland. A. Goupscumipt. Ent- 
wicklung und Organisation der irischen Leinenindustrie. E. 
LANDAUER. 

Giornale degli Economisti (Rome). 
May, 1911. Gli scioperi agrarii nel Ferrarese. N. TREVISONNO. 


Sulla distribuzione det redditi. C. Mortara. Un teorema 
sulla applicazione delle medie Statistiche. M. Vueccut. 
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NEW BOOKS. 


Arias (H.). The Panama Canal. A study in international law 
and diplomacy. London: King. 1911. Pp. 192. 


[The twenty-fifth number of Studies in Economics, published by the Director of 
the London School of Economics.] 


AsHuey (Pror. W. J.). The Tariff Problem. Third edition, with 
a new introduction. London: P. 8. King. 1911. Pp. 263. 


Catholic Studies in Social Reform. I.—Destitution and Suggested 
Remedies, with preface by Right Rev. Monsignor H. Parkinson. 
II.—Sweated Labour and the Trade Boards Act. Edited by Rev. 
Thomas Wright. London. King. 6d. each manual. 


[In this series of short manuals it is proposed, after a sketch of the history of 
each question, to show how Catholic doctrine is involved, what projects are “at 
least negatively sound,” what Catholic agencies are already at work.] 


Cray (Sir ArTHuR). Syndicalism and Labour. London: Murray. 
1911. Pp. 2380. 


Howarp (H. F.). India and the Gold Standard. Calcutta: 
Thacker. 1911. Pp. 148. 


KexitiE (J. Scott). The Statesman’s Year Book. London: 
Macmillan. 1911. Pp. 1412. 


[The reputation of the series is maintained by its forty-eighth number; in the 
preparation of which two contributors to the Economic JouRNAL—Mr. M. Epstein 
and Mr. A. D. Welsh—have taken part. The results of recent censuses in different 
countries form a special feature of the number. ] 


MamrotH (Dr. Kart). Gewerblicher Konstitutionalismus. 
Jena: G. Fischer. 1911. Pp. 126. 


Porter (Ropert P.). The Ten Republics. An introduction to 
the South American Series in Porter’s Progress of Nations. 
London: Routledge. 1911. Pp. 292. 


[The inaugural volume of Porter’s Progress of Nations, a series which is to 
extend from fifteen to twenty volumes. The object is ‘‘ to point out the progress of 
the whole social system” in the words of (G. R.) Porter’s Progress of the Nation 
(1836).] 

Ross (Acustin). Chile, 1851-1910. Valparaiso: Westcott. 
1910. Pp. 288. 


[Sixty years of monetary and financial questions and of banking problems. ] 


Scuooutine (J. H.). The British Trade Book. (Fourth issue.) 
London: J. Murray. 1911. Pp. 582. 


[The tables of the first three issues are brought up to date; and there is added 
much new information, especially as to Home Production. } 


Wetton (THomas A.). England’s Recent Progress. London: 
Chapman and Hall. 1911. Pp. 742. 


Witson (Sir Rouanp). Province of the State. London: P. S. 
King. 1911. Pp. 321. 


Beset (F. A.). Woman and Socialism. Translated by Meta L. 
Stern. New York: Socialist Literature Company. 1910. Pp. 512. 
$1.50. 
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FAIRCHILD (HENRY Pratt). Greek Immigration into the United 
States. Newhaven: University Press. 1911. Pp. 278. 


Pearson (H. C.). The Rubber Company of the Amazon; a 
Detailed Description of the Great Rubber Industry of the Amazon 
Valley. New York: India Rubber World. 1911. Pp. x., 228. 
$3.50. 


BeErTILLoN (J.). La Dépopulation de la France. Ses consé- 
quences, ses causes, mésures 4 prendre pour la combattre. Paris: 
Alean. 1911. Pp. iii, 348. 6 fr. 


Coxtson (C.). Cours d’économie politique professé 4 1’Ecole 
nationale des Ponts et Chaussées. Supplement. IV., V., VI. 


Paris: Gauthier-Villars. 1910. Pp. 48. 1 fr. 
Marcu (L.). Statistique. Paris: F. Alcan. Pp. 364. 


[An extract from the series De la Méthode dans les Sciences, itself a part of 
Nowvelle Collection Scientifique. ] 


Bonn (Dr. M. J.). Die Neugestaltung unserer Kolonialen 
Aufgaben. Tiibingen: Mohr. 1911. Pp. 48. ~ ° 

[An address given at the festival of the Munich Handelshochschule by its 
Director on the occasion of the seventieth birthday of his Royal Highness the 
Prince Regent of Bavaria. ] 


Kruscuwirtz (Dr. Hans). Die Baugeldbeschaffung fiir stidtische 
Wohnhausbauten in Dresden. Leipsic: Duncker and Humblot. 
1911. Fp. 79. 

{This study on the financing of house building, by an architect, is the first of 
a series of treatises issuing from the Seminar of the Technical ‘‘ High School” 
at Dresden.) 


Mott (Dr. Put Bruno). Zur Geschichte der Vermégenssteuern. 
Leipsic: Duncher and Humblot. 1911. Pp. 133. 


WEISSENBORN (H.). Die Besteuerung nach dem Uberfluss. 
Leipsic: Duncher and Humblot. 1911. Pp. 55. 


[The scheme of taxation according to ‘‘surplus” or the ‘‘ capacity to save” is 
put forward as a contribution to the organic readjustment of direct taxation 
in Prussia. ] 


Canovar (C.). I limiti della circolazione cartacea. Monte- 
giorgio: Finucci. 1911. 


ScarseLti (B.). Il problema delle classi medie. Milano: 
Societa Editrice Libraria. 1911. 
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